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RATES OF INTEREST EARNED IN LIFE INSURANCE, 


Almost Uninterrupted Decline During the Past Six Years. 


We are presenting in this number 
an important and interesting tabu- 
lation relating to interest rates 
earned by leading life insurance 
companies for the past six years. 
After Jan. 1, 1gor1, all new busi- 
ness issued by legal reserve life 
insurance companies reporting to 
the Massachusetts insurance depart- 
ment will be valued upon the Ameri- 
can 3} per cent. table instead of 
upon the Actuaries’ 4 per cent. 
table as heretofore. The valuations 
will not begin to be made until after 
next January. This places practi- 
cally the entire business of the 
American life insurance companies 
upon an interest assumption of 3 
per cent. 

It is interesting to note, however, 
that a number of the companies 
doing business in this State have, for 
several years, based their premiums 
upon a 3 per cent. rate of interest ; 
that several others have adopted 
this basis of calculation from Jan. 1, 
1go1, and that more are expected to 
Jan. 1, 1902. It is, therefore, safe 
to say that in the near future prac- 
tically all American life insurance 


companies will be upon the 3 per 
cent. basis ;. in fact, the new Massa- 
chusetts law provides that any com- 
pany which so elects may value its 
business upon the American 3 per 
cent. table, and have this fact stated 
in the annual reports. 

These changes in the rate of inter- 
est assumption have been brought 
about by the steady decline of the 
rates of interest earned upon such 
securities as life insurance com- 
panies may safely invest in. Dur- 
ing the past six years this decline 
has been almost uninterrupted, and 
while the rate of interest earned in 
the aggregate by legal reserve com- 
panies is still greater than 4 per 
cent., it has, nevertheless, been 
deemed advisable, in the interest of 
greater security, to reduce the rate 
of interest assumption to 3 and 34 
per cent. The lower rate of interest 
assumption compels the companies 
to lay aside a larger sum from the 
gross premium as reserve, and there 
will, on this account, undoubtedly 
be an increase in the current cost of 
insurance to policy-holders. On 
the other hand, it may lead the 
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INTEREST RATES IN LIFE INSURANCE. 


(Compiled for INSURANCE ECONOMICS by Benjamin F. Brown.) 





TWENTY-SEVEN 
COMPANIES. 


Aetna 
Berkshire 
Connecticut General ... 


Connecticut Mutual.... 
Equitable 
Home 


John Hancock 


Manhattan 
Massachusetts Mutual . 


National 


New England Mutual ..| 


New York 


Northwestern 
Penn Mutual 
Phoenix Mutual 


Provident Life & Trust. | 
Provident Savings..... 


Prudential 


State Mutual 
yd Pee Perr 
Union Central 


Union Mutual 
United States.......... 
Washington 


1,502, 88 


Mean Ledger | 


Assets. 
1900 
51,523,713 
9,336,465 
3,545,981 


62,358,950 


271,353,600 


11,256,274 


14,897,624 
15,191,019 
23,230,883 
54,029,027 
287,252,457 


69,225,380 


17,616,981 


27 894,245 | 


235,016,022 


127,683,686 
39,810,469 
12,281,445 


38,202,355 


2,959,597 


35,531,684 | 


15,653,342 
22,260,795 


23,945,501 


3 

5,3 

15,349,377 
— 


‘ 
7,592 


Gross 
Interest 
Earnings. 


_1900 bs 
$ 
2,384,331 
417,301 
177,908 


2,961,936 
12,270,123 


=r =Q~ 
625,795 


758,396 


791,884 | 


1,118,569 
2,405,362 
12,987,224 
3,517,529 


935,224 
1,292,525 


10,821,621 | 


6,122,781 | 


2,042,206 
650,244 


1,685,628 
143,316 | 
1,563,980 | 
763,563 | 
1,146,589 | 
1,589,607 | 


313,090 | 


383,287 


761,627 | 


"70,531,646 | 





Rates 


Per Cent. 
‘of 


Ledger 
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Rates Earned Upon Different Classes of Investments. 


Bonds and Stocks, book value 


Mortgage Loans 


Real Estate, book value 


1900.. 
1899. . 
. .555,871,751 


1900. . 
. 435,598,084 
. 429,648,258 


1900. . 
1899. 


All other assets (Mean Uninvested Cash in 


1900 
Bank and Office, 1900, $68,847,356; 1899, { 1899.. 
$66,166,468; 1898, $63,379,320)....... 


1900. 


Totals ..0.0 cece cece cccces voce cccccese f 1899 


1898... 


Mean 
Holdings. 


-697,091,015 
- 632,607,085 


-456,333,490 


. 146,259, 104 


- -140,796,434 


. 134,710,004 


- -203, 143,983 


. 174,693,358 
160,318,393 
1,502,827 ,592 
1,383,694,961 


Interest 

Earned. 
31,452,894 
29,605,300 
26,461,404 
22,779,242 
22,221,235 
22,761,171 
*7 670,850 
*7 037,674 
*6,472,944 
8,628,660 
7,581,293 
6,683,940 
70, 531,646 
66,445 502 


Rate of 
Earnings. 


( 1898. 1,280,548, 406 


* Gross Rentals; no deduction for expenses and taxes, 


62,379,459 
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companies to give somewhat larger 
guarantees, and will add to the 
value of many forms of policy at 
maturity. 

The computations embraced in 
the table accompanying this article 
are especially prepared for this 
magazine by Mr. Benjamin F. 
Brown. The rate of interest earned 
is computed upon mean ledger 
assets and not upon reserve. Mr. 
Brown shows that the average rate 
of interest earned in 1895, six years 
ago, was 4.99 per cent., and that 
since that date—with the single 
exception of 1898, when the interest 
earned increased two points over 
the previous year—the average 
rate earned has steadily decreased, 
until in 1900 it was but 4.69 per 
cent.— a decline of thirty points, all 
told, in the six years. The table 
not only embraces the aggregate 


results for that period, but also the 
individual results for twenty-seven 
leading companies, which will be 
examined with interest by all con- 
nected with life insurance. 

Some conipanies pay more atten- 
tion to the investment end of their 


business than others. Some con- 
fine themselves most largely to 
investment in bonds and low-rated 
securities of a similar character ; 
others invest more extensively in 
mortgages and in stocks. Some of 
the companies in particular have 
been most successful in their mort- 
gage loans, and have realized very 
substantial rates of interest, from 
this source. Others have made 
very profitable investments in gilt- 
edged stock securities. 

The average rate of interest 
earned by the twenty-seven com- 
panies in 1900 was, as shown, 4.69 
percent. Of the twenty-seven com- 


panies eighteen realized a rate of 
interest earned of /ess than five per 
cent. Nine companies—the Con- 
necticut General, John Hancock, 
Manhattan, Mutual Benefit, Na- 
tional, Penn Mutual, Phoenix Mu- 
tual, Travelers, and Union Central 
— realized rates of interest in excess 
of five per cent. 

Profits from interest are recog- 
nized as one of the factors which 
make it possible for the companies 
to increase dividends to policy- 
holders. For this reason many of 
the companies aim to have a class 
of investments which, while being 
perfectly secure, are at the same 
time paying good rates of interest. 
There is a point beyond which it is 
not safe for the company to go, 
because securities paying very high 
rates of interest may be corre- 
spondingly unsafe. The companies 
included in the list we publish, 
however, are all conservative and 
ably managed in respect to their 
finances, and there has not been 
shown any disposition to unduly 
risk invested funds for the purpose 
of inflating rates of interest earned. 

An interesting portion of the ex- 
hibit prepared by Mr. Brown is that 
showing the rates earned upon dif- 
ferent classes of investments for the 
past three years. The chief classes 
are bonds and stocks, mortgage 
loans, and real estate. During the 
past three years the rates of interest 
upon the first two mentioned classes 
have steadily decreased; but, on 
the contrary, the gross rentals real- 
ized upon real estate have increased 
from 4.80 per cent. to 5.24 per cent. 
The deduction in’ bonds and stocks 
and mortgage loans is accounted 
for by the fact that in the replacing 
of expiring investments, as well gs in 
new investments, it has been neces- 
sary for the companies to be content 
with a rate of interest considerably 
lower than that which has been 
earned in past years. 
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Showing the Results of the Underwriting of Fire Insurance Companies Having a Premium 
Income of Over $1,000,000 Per Annum. 


In the March, 1goo, issue of this 
magazine we presented an interest- 
ing set of tables, showing the profit 
and loss of fire insurance companies 
receiving an annual premium in- 
come of one million ddllars or over. 
This tabulation covered a period of 
three years— 1897, 1898 and 1899. 
The tables were based upon statis- 
tics taken from the Connecticut 
fire insurance reports, and the 
method of computation adopted in 
estimating profit and loss was the 
same as that in use by the depart- 
ment of that State. We are pre- 
senting in this number a similar 
compilation showing the results of 
the transactions of the millionaire 
companies during the year 1900. 

The table published this year em- 
braces forty-six companies against 
forty-three in 1899. Thirty-four 
companies show an underwriting 
loss varying from 2.03 per cent. to 
24.23 per cent. Twelve companies 
show an underwriting’ profit vary- 
ing from 0.82 per cent. to 9.02 per 
cent. In the aggregate, the forty- 
six companies show an underwriting 
loss of 3.54 per cent. 


Accompanying the tabulation of 
individual companies is a summary 
embracing total results for the past 


four years. In 1899, the under- 
writing loss of the millionaite com- 
panies was 8.81 per cent. In the 
_ previous year —1898—these com- 
panies made an underwriting profit 
of 2.81 per cent., and the year be- 
fore — 1887— 12.30 per cent. The 
entire underwriting profit for the 
four-year period is 0.70 per cent. 


The year 1897 was an extraordi- 
nary year of profit —something quite 
unprecedented. The following year 
there was a heavy decline in profits, 
and while the gain for 1897 was 
12.30 per cent. the average profit 
for the two years was 7.75 per cent. 

The decline which began in 1898, 
however, was continued during 
1899, and the pendulum, which in 
1897 had swung far toward the max- 
imum of profit, swung very nearly 
as far the other way, and registered 
a loss for the millionaire companies 
of 8.81 per cent. During tgoo the 
higher wave of fires continued and 
the actual loss in dollars and cents 
paid by the companies was greater 
than the previous year. Fortu- 
nately, however, there was a slight 
increase in rates and a general in- 
crease in the amount of insurance 
written and consequently of pre- 
mium income, so that the actual 
ratio of loss in 1900 was reduced to 
3-54 per cent. The average loss 
for the two years — 1899 and I9g00— 
was 6.04 per cent. 

Perhaps the most interesting ex- 
hibit, however, is that for the three 
years — 1898, 1899 and 1900 — which 
eliminates the extraordinarily prof- 
itable year of 1897. - The net result 
for the years named is a loss of 3.24 
per cent. 

Upon the basis of the returns 
made to the New York insurance 
department the underwriting loss 
of 161 fire companies in 1900 was 
$7,797,652 or about 5.4 per cent. 
of premiums received. According 
to the returns made tothe Connecti- 
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PROFIT AND LOSS OF MILLIONAIRE COMPANIES IN igoo. 


(Compiled for INSURANCE Economics from the Connecticut Fire Insurance Report.) 








COMPANY. 


Premiums 
Received. 


Premiums 
Earned. 


Underwriting 
Profit. 


Per cent 
of Profit 





Hartford 
Liverpool & Lon. & Globe. 
STIR. IEs. 1. 4 000:0.0,4-0:0:0-08 
Continental 


fo a Se ere 
Fire Association 
German. American 
National 
Pheenix, Conn 
No. British & Mere... 
*Commercial Union 
Phenix, Eng 
Connecticut 
Pennsylvania 
Queen 
Springfield. .... 
Scottish Union & Nat .... 
Lancashire 
Hanover 
Niagara. 
Norwich Union....... hae 
London & Lancashire .... 
Palatine 
*Fireman’s Fund 
*Western Canada......... 
Westchester 
TG Waals hide. S64 5 43456 
Manchester, Eng 
American, Pa. 
Hamburg-Bremen 
New Hampshire 
*Greenwich 
Imperial ........ . 
Caledonian . 
Germania 
Northern, Eng 
Union, Eng. 
*Orient 
*Providence-W ashington.. . 
Traders, Ill........ eevee 
Northwestern National ... 
American, N. J 





$6,684,747 
5,001,988 
4,911,996 
4,294,531 
5,000,412 
4,023,490 
4,243,181 
3,356,979 
3,005,444 
2,995,188 
2,949,558 


1,038,361 
1,018,336 


$6,487,416 
4,791,476 
4,673,020 
4,002,669 
5,790,452 
4,113,619 


4,133,507 | 
3,265,665 | 


2,853,841 


2,981,088 | 


2,513,182 
2,728,834 
2,661,397 
2,641,137 
2,221,114 
1,863,772 
1,797,656 
1,910,571 
1,877,639 
2,126,957 
1,851,935 
1,606,390 
1,593,749 
1,596,504 
1,692,490 
1,921,545 
1,868,154 
1,908,660 
1,366,935 
1,492,156 
1,733,346 
1,356,051 
1,275,518 
1,167,399 
1,229,362 
1,220,055 
1,223,759 
1,206,740 
1,218,431 
1,140,866 
1,074,241 
1,278,689 
1,436,022 

976,963 

982,587 
1,102,164 





$304,659 | — 
224,232 | 


90,490 | 
158,461 | 
57,486 | 
— 123,320 | 
50,761 | 
—100,625 | 
—105,337 | 
97,847 
—114,395 
— 64,220 | 
—67,947 
22,402 | 
—130,157 | 
—69,637 | 
—156,123 | 
—38,809 | 
—60,789 
85,046 
—193,522 
—262,313 | 
—106,643 
—80,120 
152,774 
—341,268 
—67,425 
—212,279 
* —148,039 
—159,665 
14,237 
—62,167 
—204,451 
—59,687 
—103,291 
—295,668 - 
—122,400 
—65,221 
74,834 ; 
—24,122 | —2.11 
—158,056 |—14.71 
—175,718 |—13.74 
—60,736 | —4.28 
—105,455 _—10.79 
67,414 6.87 
86,463 7.84 











$105,199,570 





$101,955, 683 





—$3,610,271 | —8.54 








— Loss. 


* Includes Marine Premiums. 


The companies included in the above exhibit are arranged in the order of fire premiums received. 


The profit and loss, however, is estimated upon 
business. The method of calculating profit an 
which has been approved by the National Convention of Insurance Superintendents. 


remiums earned which include both fire and marine 
loss adopted by the Connecticut department is that 


It is some- 


what different from that used by the National Board of Fire Underwriters. 





114 Monthly Journal of 
cut insurance department, 124 com- 
panies experienced a loss on earned 
premiums of $6,983,000, or 5.28 per 
cent. As stated, the millionaire 
companies reporting to that depart- 
ment show a loss ratio of 3.54 per 
cent. In touching upon these per- 
centages we desire to reiterate what 
was said last year in explanation 
thereof. 


It will be seen that the wider the 
basis of calculation as regards the 
number of companies the more dis- 
astrous the results. From one point 
of view, the wider basis produces 


Insurance Economics. 


more interesting data: that is to 
say, the more companies included 
the better the understanding of the 
results of underwriting where expe- 
rience and inexperience are com- 
bined in the management of the 
companies. “When, however, we 
begin to narrow our range of in- 
quiry much of the inexperienced 
management is eliminated. The 
consequence is that the results are 
improved. 


For scientific purposes the more 
bad management is eliminated from 
the account the better will be the 


TO 1900. 





SUMMARY FOR FOUR YEARS — 1897 








Premiums Received. 


Premiums Earned. | 


Per cent of 
Underwriting Profit. Profit to 
| Prems. earned 





$96,463,559 
89,660,855 
95,112,778 
105,199,570 
 $386,436,762 


SUMMARY 


$96,275,914 
89,176,112 
92,225,970 | 
101,955,683 | 


~ $879,633,679 | 


$11,848,324 
2.535.353 

8,132,233 
3,610,271 

$2,641,173 


12.30 
2.8] 
—8.81 
—3.54 


FOR 1897 AND 1898. 





$96,463,559 
89,660,855 


$96,275,914 
89,176,112 





$186,124,414. | $185,452,026 





SUMMARY FOR 1899 AND 1900. 


$95,112,778 | 
105,199,570 | 


$200,312,348 





$92,225,970 
101,955,683 
'$194,181,653 


—$8,132,233 
—8,610,271 


“$11,742,504 | 





SUMMARY FOR 1898, 1899 AND igoo. 





$89,660,855 
95,112,778 
105,199,570 


$89,176,112 | 
92,225,970 
101,955,683 


$2,535,353 
—8,132,233 
—83,610,271 





$289,978,2038 


$283,357,765 | —$9,207,151 
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understanding as to the actual in- 
fluence of the fire waste upon real 
underwriting. For this reason we 
believe that the exhibit of million- 
aire companies is much more valu- 
able than any other which could be 
presented. The companies included 
in the exhibit transact over seventy 
per cent. of the entire business, and 
the results obtained are certainly 
of more practical value to the stu- 
dent of fire underwriting than those 
which might include a larger num- 
ber of companies. -It cannot, of 
course, be claimed that all companies 
which are not included in the list, 
by this arbitrary selection, are man- 
aged with less ability than those 
which are. But it is claimed that 
by this method the percentage of 
inexperience and bad management 
included in the data is reduced to a 
minimum. 

Taking the exhibit as a whole — 
that is to say, covering the past 
four years —it is very clear that the 
companies have been operating 
upon very narrow margins. Even 
including the extraordinary year of 
1897, which is not likely to be re- 
peated, there was a gain to the mil- 
lionaire companies of less than one 
per cent., a ratio of profit which 
would hardly be satisfactory for so 
long a period to any other commer- 
cial interest. There certainly does 
not seem to be any reason why those 
risking their capital in the -insur- 
-ance business should not be able to 
earn upon their operations from five 
to ten per cent., but this has not 
been done, even in the case of in- 
dividual companies, during the past 
four years. 


The results to fire insurance have 
been so disastrous that there has 
been a marked and very natural 


shrinkage in the supply of insur- 
ance, and some of those who have 
large or extra hazardous risks to 
place find great difficulty in pro- 
curing the desired indemnity. This 
experience has at the same time led 
to a natural drift towards higher 
rates of insurance. During the past 
three or four years the average rate 
of premium charged has been much 
too small to provide for a normal rate 
of burning. 

It is now quite generally con- 
ceded by underwriters, who have 
made a careful study of the fire 
waste, that there is a normal rate 
of burning covering long periods of 
years. This rate of burning ranges 
about fifty centsonthe dollar. The 
average rate of premium prevailing 
during the past two or three years, 
however, has not provided for a 
rate of burning in excess of forty 
cents. ‘The existing level of rates 
is therefore much too low, and 
the present year and probably the 
coming two or three years will see 
a steady upward tendency in rates 
until the normal average of charges 
is restored. 

The only thing which at present 
prevents a much more marked with- 
drawal of insurance capital from 
the market is the fact that in the 
case of the large companies the 
capital, as well as the assets, are 
invested in paying securities, and 
the income thus derived is fre- 
quently sufficient to provide a fair 
rate of dividends without taking 
into account’ the profit on under- 
writing. But even under these con- 
ditions no set of stockholders will 
continually expose their capital to 
the chance of loss, and unless there 
is an increase in rates sufficient to 
cover the normal rate of burning, 
further restriction of competition is 
certain to follow. 





THE PRELIMINARY TERM RESERVE IN LIFE INSURANCE. 


Mr. Walter S. Nichols Defines His Position. — Has Not Favored the Proposition as a 
Sound Business Principle. 


Last month we discussed exten- 
sively Mr. Walter S. Nichols’ paper 
before the last meeting of the Actu- 
arial Society of America, and criti- 
cised him for a seeming endorsement 
of the preliminary term valuation in 
life insurance. In connection there- 


with, we have received from him 
the following letter: 


Editor of INSURANCE ECONOMICS: 

As you have done me the honor of de- 
voting considerable space to my paper on 
the ‘‘ Valuation of Prelimiary Term Poli- 
cies,’’ which was presented before the 
Actuarial Society, will you allow me, ina 
few words, to correct what seems to me 
a misapprehension regarding that paper 
in your criticisms? I have no wish to 
engage in controversy, but merely to re- 
move what appears to be a misconception. 
As you may be aware, insurance law, as 
well as mathematics, has been with me a 
specialty, and the paper was simply an 
inquiry of the meaning of the statutes 
from the standpoint of a lawyer. With 
their defects or sufficiency or the require- 
ments of sound business principles, it had 
nothing to do. It was virtually a legal 
opinion, such as lawyers are accustomed 
to give regarding the correct interpreta- 
tion of a law in which considerations as to 
its good or evil results are extraneous. 
The single question that I dealt with was: 
What is the law? What the law should be 
did not enter into the discussion. 

That I was correct in my interpretation 
seems to be shown by the unanimity with 
which my position was sustained by the 
Supreme Court of Vermont. 


WALTER S. NICHOLS. 


NOTE ON MR. NICHOLS’ LETTER. 


We are very glad indeed to pub- 
lish Mr. Nichols’ communication, 
because he so emphatically says 
that in his paper before the Actu- 
arial Society he has looked at the 


matter purely in its legal aspects. 
It is a pleasure to know that Mr. 
Nichols does not undertake to de- 
fend the preliminary term valuation 
as a sound principle of insurance. 
This question arises, however, in 
connection with Mr. Nichols’ state- 
ment of his position : 

The Actuarial Society of America 
is designed primarily for the con- 
sideration of insurance and not legal 
questions. Why, therefore, should 
the society be asked to discuss and 
pass upon questions of law only? 
We all recognize that sound prin- 
ciple and law do not always agree. 
Is not the first concern’ of the 
Actuarial Society with sound prin- 
ciples of life insurance, rather than 
with law? 

According to the Actuaries’ table 
of mortality with 4 per cent. interest, 
the reserve on a whole-life policy 
issued at age thirty-five at the end of 
the first year is $11.48. That is the 
actuarial side of the question. The 
Vermont Court, however, says that 
this sum is not the reserve at the end 
of the first year, but that it is the 
amount which remains after all ex- 
penses have been paid. That isthe 
legal phase of the question. 


There is here a direct conflict 
between the actuarial and the legal 
aspects of the case. How can the 
Actuarial Society intelligently dis- 
cuss the insurance principles in- 
volved if it is obliged to take into 
consideration legal phases which 
are diametrically opposed to those 
principles? From the standpoint 
of sound principle, no member of 
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the Actuarial Society can endorse 
the decision of the Vermont Court, 
and none of them have attempted to 
do so, not even Mr. Nichols, who 
now says that his presentation of 
the subject had nothing to do with 
the requirements of sound business 
principles. 

In connection with the decision 
of the Vermont Court, it is interest- 
ing to note that an application of 
the rule that the reserve is what 
remains after expenses are paid, 
would entirely eliminate the ques- 
tion of surplus in life insurance. 
This principle of reservation is 
either right or wrong. If it is right 
for one year, it is right for all years. 
If it is right where the expense 
exceeds the loading, it is right 
where the expense is less than the 


loading. Under this ruling, the 
legal and commercial liability of 
the company in any year would 
be what remained after expenses 
had been paid. This would en- 
tirely preclude the accumulation of 
surplus. It would, during the early 
years, permit the companies to lay 
aside less reserve than at present, 
but in later years would compel 
them to put aside very much larger 
sums, provided, of course, the gross 
premiums remained unchanged. As 
a test of solvency, is this not more 
exacting than present State stand- 
ards, which take no note whatever 
of the loading for expense, and 
leave a substantial margin for the 
accumulation of surplus and the 
payment of dividends to policy- 
holders ? 





REVIEW OF THE MONTH. 


LIFE INSURANCE. | 


The chief topic of discussion in life in- 
surance circles during the past month has 
been the decision 
of the Supreme 
Court of Vermont 
in respect to the valuation law of that 
State. The case, as presented to the Court 
by the Bankers Life, involved merely the 
question whether a life insurance policy, 
containing a provision for term insurance 
during the first year,—but in all other 
respects conforming substantially to a 
whole-life policy,—could be legally val- 
ued by the State insurance department 
during the first year as a whole-life con- 
tract. This was the main contention dwelt 
upon by the company’s attorney in his 
brief to the Court. Very little was urged 
in respect to the expediency of net valu- 
ation laws or the propriety of valuing a 
whole-life policy as term insurance dur- 
ing the first year. The point insisted upon 
was that the contract must be interpreted 
strictly according to its terms; that the 
insurance commissioner, in his ministe- 
rial capacity, had no other option. 

When, therefore, the decision of the 
Court became public, and it was seen that 
an entire departure from the contractual 
phases of the question had been made, 
that the decree rendered involved the 
whole range of actuarial practise and life 
insurance principles, —it is not too much 
to say that those identified with the busi- 
ness stood fairly aghast at its breadth and 
wide sweep.’ The Court not only decided 
that the company had a right to insert 
the preliminary term clause in its policies, 
and that the insertion of such a clause com- 
pelled the commissioners to value the pol- 
icy during the first year as term insurance, 
but that the Bankers Life, or any other 
company, had the right to value whole-life 
and endowment policies during the first 
year as term insurance without the inser- 
tion of a qualifying clause. It further de- 
cided that any company not only could 
value its policies during the first year as 
term insurance, but that the life insurance 
reserve to be held under the first year’s 
premiums was what remained in the hands 


The Vermont Decision 
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of the company after all expenses had been 
met. 

Up to this point there appears to be sub- 
stantial agreement by all as to the scope 
and intent of the decision. That the 
Court’s pronouncement establishes a prin- 
ciple of valuation to be applied not only 
to the first year, but to subsequent years, 
is not so generally admitted. Nothing in 
the decision itself indicates the intention 
of the Court. There are, however, exter- 
nal circumstances which tend to show that 
if the principle of valuation enunciated 
had any meaning at all, the Court meant 
to apply it not only to the first, but to sub- 
sequent years. 

5 

As stated last month, the opinion was 
written by Chief Justice Taft, the only 
Mental Attitude member of the Court at 

all familiar with the 
of Judge Taft. call » ee 
usiness of life insur- 
ance. The remaining judges concurred 
after some changes in language had been 
made not affecting the general principles 
involved. What Chief Justice Taft meant 
when he said that the life insurance re- 
serve was what remained after expenses 
were paid may be judged by his point of 
view. He was a director in the Vermont 
Life, which retired from business last year, 
after an ineffectual attempt to induce the 
insurance department to value its policies 
upon such a basis as would enable it to 
show a surplus. The company not only 
claimed that its new business issued should 
be taken at its own valuation during the 
first year, irrespective of contract, but that 
the company’s own valuation upon poli- 
cies issued in the past should likewise be 
accepted by the department. 

When an examination of the com- 
pany’s affairs was made after its retire- 
ment, it was found that not only did it 
have insufficient funds to show a surplus 
with the preliminary term valuation upon 
new business, but that it was unable to 
show a surplus with a preliminary term 
valuation upon its entire business. As 
stated by the commissioners in their last 
report, ‘‘The Vermont Life was irretriev- 
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ably insolvent on the most liberal basis 
of its reserve liability used in this coun- 
try.’ Notwithstanding this fact, the offi- 
cials of the company, of whom Chief Jus- 
tice Taft was one, insisted that it had been 
thrown into insolvency by the arbitrary 
ruling of the department. 

Under the circumstances it seems quite 
certain that those identified with the man- 
agement of the Vermont Life entertained 
the opinion that a company should be al- 
lowed to adopt its own basis of valuation, 
that the reserve was in fact what the com- 
pany had in hand after its expenses had 
been met, and that it was their purpose to 
apply this ruling to its entire business and 
not merely to the first year valuation of 
new business. 


¥ 


Not only do the concrete facts in con- 
nection with the Vermont Life tend to 
Attitude of the show that Judge Taft 


Ton Ais... ee 
cation of the principle 


of valuation enunciated to subsequent as 
well as first year’s reserve, but the whole 
intent of the preliminary term reserve 
plan is based upon such an assumed funda- 
mental principle. Last month we stated 
that ‘In our opinion Judge Taft frankly 
and truly states the position of the one- 
year term advocates.’’ The question of 
preliminary term valuation has never been 
discussed from any other standpoint than 
that of expense. The only argument 
urged in favor of a change in the methods 
of reservation has been that the expense of 
transacting business has increased, and 
that during the first year competition has 
compelled the companies to pay more than 
the expense loading provided. 

The whole substance of the plea in be- 
half of preliminary term valuation is that 
the reserve is influenced and modified by 
expenses. The only way in which the ex- 
cess expense can modify the reserve is by 
permitting the use of that reserve for ex- 
penses, and if that does not mean that the 
reserve is what remains after expenses are 
paid we are at loss to know what it does 
mean. In fact, one of the publications 
which has most strongly advocated the 
preliminary term reserve and whose edi- 
torials have been written mainly by the 
actuary of a company using this form of 


policy, flatly declared some time before 
the decision of the Vermont Court that the 
reserve was what remained after expenses 
were paid, and since that opinion it says 
that it has consistently advocated the 
views set forth by the Court for the past 
five years. 

There seems to be very little room for 
doubt as to the wide scope of the Vermont 
decision; but whether it means that the 
reserve on ordinary life and endowment 
policies can be taken down the first year 
by a preliminary term clause (which 
everybody agrees that it means, and which 
the advocates of the term reserve admit 
can be extended for a number of years) or 
whether the Court means that the pre- 
mium reserve in any year is what remains 
after expenses have been paid,—this fact 
is certain, that the decree effectually breaks 
down the net valuation law of Vermont as 
a standard for reserve liability. The same 
legal principles applied to the net valua- 
tion law of Massachusetts, or any other 
State, would be equally effective in break- 
ing down State valuation. 


> 


It has always been a pleasure to the 
editor of this magazine to reproduce in its 
columns, from time 
to time, the adverse 
comment of other 
publications, which have felt that their 
self-interest lay in supporting the demands 
of the one-year-term companies. In say- 
ing that these publications are moved by 
self-interest, we do not wish to be under- 
stood as holding that this motive is an 
unworthy one. We merely state it as a 
known fact which (like many other facts 
stated in this magazine tending to highly 
excite the hostility of our opponents) has 
an extremely important bearing upon the 
question at issue. The fact that the insur- 
ance periodicals upholding the preliminary 
term reserve maintain business relations 
with the one-year-term companies ; the fact 
that the actuaries who are promoting this 
plan of valuation have been employed as 
attorneys for the one-year companies ; the 
fact that Judge Taft, who wrote the decision 
of the Vermont Court, was a director in the 
Vermont Life, are circumstances which it 
is proper to take into consideration in 


Criticism of « Insur- 
ance Economics.” 
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determining the value to be placed on the 
opinions expressed by each. 

A year ago, when the question of term 
reserves was being extensively discussed 
in this magazine, it was, with singular 
unanimity, attacked for stating facts which 
tended to show that the opinions then 
being expressed favorable to the one-year- 
term proposition were not of an unbiased 
nature. Last month we discussed quite 
fully the decision of the Vermont Court, 
and, among other things, pointed out 
certain facts which, in our opinion, tended 
to impair the value of the decree as a 
judicial document. Again, with equally 
singular unanimity, we are assailed for 
stating these facts. 

We are criticised for what is termed our 
assault on the integrity of the Supreme 
Court of Vermont. Nothing which has 
been said in this magazine can be con- 
strued in any way, shape, or manner as a 
reflection upon the honesty of the Chief 
Justice or any of his associates. We-do 
question the value of the Court’s judgment 
and feel that under all the circumstances 
the opinion rendered is biased. Our 
court justices are not devinely inspired. 
They are human and liable to err the same 
as other human beings. In this day, when 
freedom of thought and opinion prevails, 
it would be amusing, if it did not involve 
a’serious menace, to deny the right of any 
one to criticise the findings of any court at 
any time. 

As we have said, it is a pleasure to pub- 
lish any and all the adverse comments. 
It is, always has been, and always will be 
our purpose to present all sides of every 
controversy. If, in perusing the reprints 
published elsewhere, our readers conclude 
that the arguments of the other side are 
not very strong, that, of course, is not our 
fault. If to present the truth, as we un- 
derstand it, is to be discourteous and im- 
polite, we are indeed guilty. Truth has 
ever sounded harsh to the ears which did 
not wish to hear it. 


* 

We referred last month to the fact that, 
as a result of a concerted movement, bills 
had been introduced 
in a number of im- 


port States covering 
the question of commissions to agents and 


Proposed Life Insur- 


ance Legislation. 
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the status of profits set aside for the benefit 
of the holders of deferred dividend poli- 
cies. Since then the matter has been very 
thoroughly discussed and public opinion 
among insurance interests quite clearly 
disclosed. Aside from observing the views 
expressed in various periodicals, we have 
canvassed the opinions of company mana- 
gers and find that the opposition to both 
bills is practically unanimous. 

This is somewhat remarkable, inasmuch 
as the bills cover phases of the business 
which have been the subject of extended 
controversy ; but the opposition seems to 
rest upon the broad principle that the 
evils aimed at cannot be corrected by State 
legislation. The sentiment in opposition 
to the proposed regulation of agents’ com- 
pensation is particularly strong; just as 
strong among companies which are pay- 
ing low commissions as those which are 
paying high. 

Perhaps the most significant statement 
is that made by the president of a com- 
pany whose plan of compensation con- 
forms to the scope of the proposed bill, 
who says that it is, in his judgment, ‘‘im- 
practicable.’’ By that he doubtless means 
that it would be ineffectual, because, as 
another official expresses it, ‘‘the prac- 
tical result would be that every agent 
would be put upon some sort of an ar- 
rangement in the nature of a salary, which 
arrangement would have to be changed 
from year to year, as the basis of his for- 
mer years’ business and accruing renewal 
commissions would warrant.’’ 


aa 


We have in the past spoken favorably of 
the plan of establishing a uniform maxi- 


: ‘7° . . ss . o 
Desirability of Uni- mum commission 


“te among the compa- 
form Commissions. rains “Fl 
nies, as offering, 


probably, one of the most effectual meth- 
ods of reducing the amount of rebating 
done. Differential commissions result in 
an immense amount of rebating. The 
agent who is paid a forty per cent. com- 
mission during the first year is, in a com- 
petitive sense, at a disadvantage with one 
who receives sixty per cent. It has seemed 
to us that, as competition in life insur- 
ance developed and grew more acute, 
a not unnatural result would be some 
form of co-operation between the com- 
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panies upon this important phase of the 
business. 

It has, however, never seemed to us 
wise to interfere by State legislation with 
the development of this reform along eco- 
nomic lines. Furthermore, we feel certain 
that it would te impossible, either by State 
legislation or by agreement between the 
companies, to limit the first year’s com- 
misson to the loading for expense. This 
would mean cutting the average rate of 
commission paid to-day about in two. It 
is much too violent a measure of reform to 
be effectually put in force. 

The average rate of compensation paid 
to agents to-day is determined by eco- 
nomic conditions which no set of com- 
pany officials or State legislators can arbi- 
trarily change. The change, if it comes, 
must develop by a slow process of evolu- 
tion. The tendency to-day is toward re- 
form. First year’s commissions are now 
lower, on the average, than for some time 
past. 


> 


There is not the slightest argument in 
favor of an arbitrary limitation of agents’ 
Fallacy of Arbi- commissions to the ex- 
trary Limitation. Layee Egger by eae 

of State legislation, 
even if we admit that a remedy by legisla- 
tion is desirable. The payment of a com- 
mission to agents during the first year in 
excess of the expense loading is not op- 
posed to.a wise business policy, providing 
the results accruing to the body of policy- 
holders warrants that expenditure. 

We do not believe that it is a sound busi- 
ness proposition to say that the interests 
of the policy-holders of the company would 
be promoted by paying only the expense 
loading during the first year amd no more. 
The company has, from an ethical and 
economic standpoint, a perfect right to 
make use of available funds above legal 
liabilities for the purpose of enlarging and 
improving its plant. As conditions exist 
to-day, it is necessary for a company which 
desires to do a reasonably large business 
to expend more during the first year than 
is provided in the loading under the level 
premium system. 

This is an economic fact which cannot 
be arbitrarily dealt with. The State can 
no more successfully regulate the rates 
and methods of compensation to be paid 


the life insurance agent than it can regu- 
late the rate of wages to be paid to the 
workingman. As an abstract theory it 
may, of course, be said that a company 
should spend no more during the first 
year than it has received from the new 
policy-holder to cover expenses. But all 
theories evaporate in the face of practical 
conditions, and under such conditions the 
proposed legislation in respect to the cost 
of business is distinctly illogical. The 
natural and logical remedy would be to 
increase the loading during the first year ; 
but that, too, is a remedy which is unnec- 
essary, which would be unpopular, and 
would, furthermore, destroy the symmetry 
of the level premium system. 

The proposed legislation is promoted 
primarily by life insurance men who feel 
the pressure of present competitive con- 
ditions very strongly, and wish to effect a 
speedy reform by radical and arbitrary 
measures. Wedo not for a moment ques- 
tion the sincerity of their desires, but be- 
lieve their judgment in this particular is 
seriously at fault. 


¥ 


Concerning the proposed legislation in 
regard to deferred dividend policies, the 
Deferred and An- Pinion of company 

. officials is somewhat 
nual Dividends. . 
diverse, depending 


altogether upon the practices of the indi- 


vidual companies. Those whose compa- 
nies issue only annual dividend policies 
are not wholly disinclined to view the 
suggested legislation favorably. Those 
whose companies issue deferred dividend 
policies—and this embraces a large ma- 
jority of the companies—do not favor 
legislation. 

The bill, as presented, would compel an 
annual declaration of dividends whether 
the profits so declared were immediately 
paid to the policy-holder or held by the 
company for investment. This would tend 
to remove one of the great advantages 
claimed for the deferred dividend system. 
The issue between annual and deferred 
dividends is one which is being constantly 
argued in the field of competition. Both 
plans of insurance seem to meet the de- 
sires of a large class of insurants. Under 
the system of annual dividends, the policy- 
holder possibly obtains his insurance from 
year to year at the lowest net cost; under 
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the deferred dividend system he obtains 
an additional profit which otherwise wou!d 
not accrue. 

As a business proposition, therefore, the 
two plans embrace features which attract 
different men according to the circum- 
stances in which they may be situated. 
There is an ethical question involved 
which can be effectively argued upon both 
sides. It is a fact, however, that the bulk 
of insurance written to-day is upon the 
deferred dividend plan, and that thou- 
sands and thousands of men have been in- 
duced to protect their dependents, through 
the attractions of the deferred dividend 
policy, who otherwise would have re- 
mained uninsured. 

It seems hardly wise for companies, 
which choose to write only annual divi- 
dend policies, to compel their competitors 
to adopt this form of insurance by means 
of State legislation, and it is clear, from 
information which we have at hand, that 
such is not their intention. The only re- 
maining question, therefore, is that of pub- 
lic policy. Upon that point it is a serious 
question whether the legislatures would 
care to limit a form of insurance which is 
satisfactory to the majority of the holders 
of life insurance policies. Givena free field 
of competition, without legislative inter- 
ference, the annual dividend companies, 
with the advantages which they offer, will 
gain the adherence of those people who 
desire insurance from year to year at the 
lowest possible cost. The deferred divi- 
dend companies, on the other hand, will 
obtain the patronage of those who desire 
the advantage of the investment feature. 


¥ 


Interest in the two measures discussed 
has temporarily given way to the proposi- 
tion which has just 
been advanced by the 
new insurance commis- 
sioner of Minnesota, Mr. Elmer H. Dearth, 
in respect to the valuation of life insur- 
ance policies.. Minnesota has not hereto- 
fore made any valuation of the policies of 
outside companies. Under a provisional 
clause in its law, the insurance department 
has accepted the certificates of valuation 
from other State departments. 

Under date of March 4, however, Mr. 
Dearth informs all the outside companies 
that he has decided to personally value 


Minnesota's Pro- 


posed Valuation. 
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their policies as of the year Dec. 31, Ig00. 
He says: ‘‘The State has for years de- 
pended upon the valuation made by your 
home department, but as it is clearly the 
intent of the law that the commissioner 
shall value your policies, 1 feel that it is 
due the policy-holders of your company in 
this State that the valuation be made by 
their own department.’’ Mr. Dearth has 
issued renewal licenses to the companies 
on the understanding that a schedule upon 
which the said valuation may be made will 
be furnished by each of the companies so 
licensed. 

Massachusetts is the only State which 
now maintains a complete and independent 
valuation of all licensed companies with- 
out regard to other departments. _ This 
system was first established by Elizur 
Wright, and antedates all other depart- 
ment valuations. It has been so com- 
plete and effective that the valuations of 
the department have always stood far 
above those of other States. This is not 
due to the incapacity of other States to 
make similar valuations, but mainly to 
the fact that these other States have not 
adopted so complete and independent a 
system as Massachusetts and have not 
kept their records so free from company 
supervision. ! 

In addition to the valuations made by 
Massachusetts, the States of Connecticut, 
New York, Pennsylvania, Ohio, and Mis- 
souri now require the companies to report 
separate policy lists for valuation. In 
Massachusetts the charge for these valua- 
tions is one-fourth of one per cent. per 
thousand. In Connecticut and New York 
the charges are determined by reciprocal 
law. Pennsylvania charges two per cent. 
and Ohio and Missouri one per cent. 


> 


It is clear that the position now taken 
by the Minnesota department, with its not 
impossible extension 
to other States, may 
seriously increase the 
burdens upon Massachusetts companies 
under reciprocal laws. This brings some 
pressure to bear upon the Massachusetts 
companies to engage in an attempt to re- 
peal the valuation law of Massachusetts, 

The probability is that a majority of the 
first-class outside companies doing busi- 
ness in Massachusetts do not desire a re- 


Pressure on Massa- 
chusetts Companies. 
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peal of its law, because an immense 
amount of prestige is gained by the fact 
that these independent valuations are 
made. Companies are constantly seeking 
admission to the State for the purpose of 
securing the added reputation which a 
certificate from the Massachusetts depart- 
ment gives. We are now witnessing the 
attempt of one company to maintain its 
position in Massachusetts by subverting 
the spirit and intent of the valuation law, 
because it does not wish to lose the prestige 
gained by transacting business in this State. 
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Furthermore, it has always been a source 
of satisfaction and assurance to the offi- 
cials of the great life insurance companies 
to have the work of their actuaries and 
subordinates checked from an independent 
source. Only weak companies dread the 
searching oversight of their reserves; but 
the primary purpose of the law has been to 
make life insurance safer and stronger and 
not to protect weak institutions or make it 
easier and more satisfactory for them to do 
business. 


FIRE INSURANCE. 


The carefully orgenizeg campaign of the 
Missouri Association of Local Fire Insur- 
The Legislative Out- *™°e Asents, to se- 
come in Missouri. ge a mae 
of the anti-trust law 
so far as it applies to insurance, resulted 
in final defeat. The circumstances, how- 
ever, seem to indicate that the measure 
failed to pass, not because it was opposed 
by a majority of the members of the legis- 
lature, but because of technical rulings, 
which prevented the will of the majority 
from being put into force. 

The story of the local agents’ contest in 
Missouri is a most interesting one. Fire 
insurance men, in all parts of the country, 
have been closely watching this contest, 
feeling that the whole future trend of the 
business depended in a measure upon the 
actual results attained. Missouri was an 
excellent State in which to test the influ- 
ence of agents’ organizations upon State 
legislation. The legislative and, executive 
departments of the State are both in the 
hands of a Democracy, sincere and ear- 
nest in its antagonism to the combination 
of capital. Its stringent anti-trust law, 
passed two years ago, classes insurance 
rating associations with industrial com- 
binations, and few believed that the mem- 
bers of the legislature could be lead to dis- 
associate rating organizations in fire insur- 
ance from industrial combinations. Fur- 
thermore, antagonism between insurance 
and local interests, for a long time in 
process of. development, had reached a 
stage of great bitterness in St. Joseph and 
Kansas City and some smaller places. The 
problem in Missouri faced by local agents 


was, therefore, a particularly difficult one, 
a fact which should be taken into consid- 
eration in judging of the results attained. 

The agents became interested in a modi- 
fication of the anti-trust law, because the 
supply of insurance in the State was con- 
stantly being reduced through the with- 
drawal of companies and the contraction 
of lines, due tothe uncertain condition of 
the rating situation. It was felt that a 
continuance of this condition would seri- 
ously restrict the insurance facilities of its 
citizens, and curtail the employment of 
agents. Property owners were also find- 
ing it extremely difficult to obtain proper 
credits for improved risks. The agents 
who had charge of the movement felt that 
no law could be passed giving the com- 
panies the right to combine upon rates; 
that such a bill would offend the existing 
anti-corporation and anti-foreign feeling. 
The agents believed their only chance for 
success lay in asking for the privilege of 
rate-making for themselves alone, since 
each community would be willing to trust 
this delicate function to them, if to any- 
one, and that, furthermore, the agent must 
be depended upon to influence public opin- 
ion in behalf of a change. In speaking of 
the outcome, one closely identified with 
the contest says; ‘‘Our experience has 
abundantly proved that this theory was 
correct. We have been astonished at the 
depth of irritation and hostility in the 
hearts of the legislators against the whole 
insurance business.’’ 

¥ 

Organization in Missouri in behalf of the 

proposed legislative program was begun 





124 


ee by the local agents 
How Organization last August. One of 


Was Perfected. the first steps was to 


secure the support of Insurance Commis- 
sioner Orear. It was felt that no law could 
be passed which did not have the endorse- 
ment of the department. As the result 
of his experience in office, Commissioner 
Orear was able to see clearly the draw- 
back of the law, and after careful investi- 
gation accepted and approved the plans of 
the agents. The position thus taken by 
him deeply offended many of his political 
friends and associates, but notwithstand- 
ing this fact he did not waver in his 
position. 

Attention was then directed to the city 
agents who, after several meetings, were 
brought into line with practical unanim- 
ity. Subsequently an elaborate canvass 
of the State was made for the purpose of 
enlisting the co-operation and assistance 
of country agents. Many difficulties were 
encountered. .Some of the agents proved 
indifferent ; others were unable to compre- 
hend the full purport of the movement. 
Those at the head of the movement soon 
realized that the problem of effective or- 
ganization was by no means a small one. 
By persistent work, however, and with the 
friendly assistance of field men, the organ- 
ization was completed and thirty-four vice- 
presidents secured for the State Associa- 
tion, covering each of the senatorial dis- 
tricts, while the services of county chair- 
men were obtained in 112 out of 114 coun- 
ties. The purpose in thus organizing was 
to cover the political districts represented 
by the membership in the legislature. Its 
effectiveness may be judged when it is 
stated, that although the co-operation was 
secured entirely by correspondence or by 
the friendly aid of field men, — when these 
county chairmen were asked by wire, 
at a late stage in the campaign, to advise 
their friends and customers to send tele- 
grams to members of the legislature, 150 
dispatches of this description poured into 
the House in a single day. 

Having secured a good organization and 
put forth a broad and consistent proposal 
for remedial legislation, the friendly inter- 
est of the leading politicians of the State 
was sought. So effectively was this work 
done that practically every Democratic 
leader in Missouri took a position in favor 
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of the proposed agents’ rating law, with 
the exception of Attorney-General Crow, 
who was irreconcilable. 

At an early stage in the campaign the 
local agents were confronted by an impor- 
tant problem, namely, the use or non-use 
of money. Aside from the ethical question 
involved, the agents were not able to make 
any expenditures beyond what was abso- 
lutely necessary for printing, postage, and 
traveling. It was furthermore believed 
that any attempt to unduly influence legis- 
lation would simply mean a growth in the 
future of this most unsatisfactory method. 
The State Association, therefore, an- 
nounced that no money would be paid to 
any one, and its officers pledged their per- 
sonal honor that this should not be done. 
Notwithstanding this fact, the State Asso- 
ciation received suggestions at several im- 
portant stages in its work, that the use of 
money would facilitate the passage of the 
bill; but the stand taken was steadfastly 
adhered to. 


* 


When the agents’ program was finally 
completed, four bills were introduced: 
The Actual °2° permitting local agents 
Campaign. to adopt rating schedules and 

to give uniform credits for 
improved construction and conditions of 
safety from fire; another, to change the 
anti-coinsurance law so as to permit the 
insuree to accept the coinsurance principle 
when a satisfactory consideration is allowed 
therefer; another, to change the valued 
policy law so as to permit the companies 
to rebuild, and another to establish a fire 
marshal law. The coinsurance and valued 
policy amendments were unfavorably re- 
ported by the Senate Insurance Commit- 
tee. The fire marshal bill was killed in 
the House. 

The most active campaign, however, 
was made in behalf of the agents’ rating 
bill, which was simultaneously introduced 
in the Senate and House and referred to 
the insurance committees. The chairman 
of the Senate committee, Senator Fields, 
voted two years ago to abolish the St. 
Louis and Kansas City boards, but after 
hearing all the facts in the case, he became 
convinced that insurance interests had 
been unfairly treated. The Senate com- 
mittee reported favorably upon the bill, 
which was passed after an interesting 
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struggle in which two of the senators 
nearly came to blows, and in which Presi- 
dent Markham of the State Association 
was denounced by name on the floor of the 
Senate as being an emissary of the insur- 
ance trust. 

The bill, in the meantime, had been be- 
fore the Insurance Committee of the House 
for twenty-seven days. When the Senate 
bill reached this committee, it was at once 
reported favorably to the House. The 
representatives of the State Association 
had, up to this time, directed their main 
efforts towards securing a passage of the 
bill in the Senate, and as soon as the 
measure came before the House made 
preparations for handling the matter in 
that body. It appears, however, that 
the opposition, which subsequent events 
proved was in the minority, was very 
much alive to the situation, and as soon as 
the bill was reported in the House by the 
committee, called for an immediate vote 
thereon, an unusual proceeding and one 
which placed the friends of the bill at a 
disadvantage, since they were quite un- 
prepared for immediate consideration. At 
the time the matter was brought up the 
attendance in the House was light, 
and after a short debate, just as the 
members of the House were going home 
to supper, the bill was indefinitely post- 
poned. 

The House committee then reported the 
bill previously placed in its hands, which 
was identical in its purport to the Senate 
measure. This bill was passed in the 
House to engrossment, the vote in its favor 
clearly indicating that the bill would 
eventually pass. At this stage the opposi- 
tion raised the point of order that the 
measure reported covered the same subject 
which had been indefinitely posponed. 
A hot fight then ensued over the question 
of parliamentary procedure. Many, means 
were suggested by parliamentary authori- 
ties by which the measure could be brought 
to a vote on either the Senate or the House 
bill, but the speaker declined to rule so as 
to permit a vote. The only resort left was 
an appeal from the ruling of the chair, a 
motion which is always unpopular. The 
House declined to change the ruling of the 
speaker. This closed the fight and effec- 
tually prevented any further progress in 
the matter. 


The final outcome of the situation is this: 
That the agents’ rating bill met with the 
The Results approval of the insurance 
Obtained. department of the State, of 

the Senate Committee on In- 
surance, of the Senate, of the House Com- 
mittee on Insurance, and of the majority 
of the members of the House. This is the 
practical result attained by the labors of 
the State Agents’ Association, certainly 
one for which that organization is to be 
commended. The failure of the measure, 
under the circumstances, is not a discredit 
to the work of the Association, which has 
been most successful in changing public 
opinion in Missouri, and bringing about 
a better spirit of co-operation between in- 
surance and business interests. A promi- 
nent member of the State Association, 
speaking of the result, says: ‘‘ We believe 
we have shown that the Local Agents’ 
Association provides the best means for 
handling legislation. We know there is a 
better feeling to day in Missouri regarding 
fire insurance than has existed for a long 
time. We expect the Missouri Association 
to flourish from this time forth and to 
readily secure any reasonable law desired 
from the next legislature. At the begin- 
ning of our work the Agents’ Association 
was dissatisfied because the company man- 
agers in Chicago did not give more assist- 
ance; but looking back over the contest, 
it is clear that the companies’ assistance, 
had it been rendered, would have proved 
a positive disadvantage, for our greatest 
difficulty lay in convincing members of 
the legislature that our Association was 
not being used by the companies to pro- 
mote their own interests.’’ 

The history of the fight in Missouri is 
one which cannot but be read with inter- 
est by insurance men everywhere. It 
shows that effective work in the line of 
influencing public opinion can be per- 
formed by an organization of local agents 
conducted upon broad lines. The local 
agents in Missouri have proved what they 
set out todemonstrate. The actual results 
afford encouragement to all who are iden- 
tified with the agency movement. Mr. 
George D. Markham, who was president 
of the Missouri Association and also presi- 
dent of the National Association, has been 
the storm center in this contest, has lab- 
ored in behalf of changed conditions with 
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unceasing fidelity, and is entitled to the 
great credit for the courage and persist- 
ency with which he has handled this im- 
portant campaign. Mr. Markham, how- 
ever, says that the chief credit for what 
has been accomplished belongs to Mr. 
J. W. Farris of Lebanon, one of the vice- 
presidents of the Association. Mr. Farris 
is an ex-speaker of the Missouri House 
and unhesitatingly placed his experience, 
time, and influence at the service of the 
association, his advice at every stage of 
the contest being most valuable. In the 
legislature Chairman Phillips of the House 
Committee on Insurance most ably cham- 
pioned the cause of the agents. He stud- 
ied the question carefully, became strongly 
impressed with the justice of the measure, 
and faced and fought his political asso- 
ciates with marked ability and courage. 


¥ 


With the progress of the work of the 
Committee of Fifteen of the Eastern Union, 
and the approaching 
meeting of the West- 
ern Union, the inter- 
est of fire underwriters continues to center 
in rates upon unprofitable classes of haz- 
ards. The difficulty suggested in the last 
number of this magazine, in connection 
with the proposed flat advances upon 
classes of risks shown to be unprofitable, 
regardless of the experience in specified 
sections, has, as anticipated, caused con- 
siderable discussion. The question in- 
volved is certainly a very important one 
and should be carefully handled. Theo- 
retically and practically the rates made by 
the companies should be based upon the 
broadest possible experience. Classifica- 
tions should cover not only single states 
and sections but the whole country as well. 
From a scientific point of view rates in all 
sections should be influenced and modified 
by the general experience. But the appli- 
cation of this principle pre-supposes that 
rates on different classes have been equally 
adjusted, which isa condition not existing 
to-day in respect to all classes. Such being 
the case, it is contended that equity, as well 
as wise public policy, makes it necessary 
that when a general advance in a particu- 
lar class is made, there should at the same 
time be an equalization of rates between 
different sections. 

At the meeting of the Western Union, 


Readjustment of 
Unprofitable Rates. 
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March 20, the governing committee will 
make its long anticipated report in regard 
to unprofitable classes. Several new sched- 
ules affecting advances have been issued, 
but there has been considerable -dissatis- 
faction with what has seemed to be the 
slowness with which the committee has 
pushed its work forward. In its report the 
committee will endeavor to satisfy the 
critics as to why it has been impossible to 
proceed more expeditiously. It will be 
shown that the classifications received 
have in many cases been unsatisfactory 
and confusing ; so much so, in fact, that 
accurate determinations were impossible. 
It will also be shown that the committee 
has been handicapped by the positive re- 
fusal of some companies-to contribute to 
the combined classification. Unless the 
information upon which the committee 
bases its conclusions is reasonably wide, 
errors of a very radical nature are likely to 
be made if any action is taken toward a re- 
adjustment of rates. The whole purpose of 
the present movement is to secure an ad- 
vance on those classes of hazards known to 
be unprofitable. But unless a reasonable 
number of companies are willing to report 
results, the committee has little or no as- 


_ surance that the classes with which it is 


dealing are actually unprofitable, even 
though the few classification sheets which 
they have received show them to be so. It 
would be a grave mistake to make radical 
advances upon the classifications of a few 
companies, because the facts might sub- 
sequently show that in the case of the bal- 
ance of the companies the class had been 
actually profitable, so that the advances 
would virtually place the class in the list 
of preferred risks. 

The committee has also experienced 
some difficulty in adapting schedules to 
the readjustment of rates upon unprofitable 
risks. This difficulty is pointed out in an 
article in the current number of the /usur- 
ance Post in which it is said that after the 
woodworkers’ schedule was out, it was 
found that the base rate had been made 
too low for certain sections. To obviate 
this difficulty the base rate was loaded. 
This action on the part of the committee 
has been criticised on the ground that it 
will make the rate too high in other sec- 
tions. It is very evident that the proper 
handling of a schedule, in connection with 
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the classification of risks, is a very intri- 
cate problem. and that many errors will be 
made before it is so nicely adjusted as to 
readily adapt itself to all circumstances. 


¥ 

In connection with the general rating 
problem, considerable interest is centered 
Other Phases in the action of the Illi- 

eke: nois State Board in re- 

of the Situation. : 
ducing preferred rates 
in some seven hundred unprotected towns. 

The State Board is comprised entirely of 
Union companies, and it is stated that this 
action has been forced by the competition 
of non-Union companies. Whether this 
action forestalls a general line of policy on 
the part of the Western Union is not 
known. It has been stated that it does. 
It may be, however, that the Western 
Union will take no action until it has com- 
pleted its labors in respect to unprofitable 
classes. Inthe present instance, the action 
seems to have been forced by circumstances 
over which the Union had no control. 

An interesting phase of the situation has 
developed in the organization of a limited 
tariff association in New York City. This 
project is the outcome of a similar move- 
ment which was inaugurated in New York 
City during the time of open rates. The 
present organization is an informal one, 
the members not being bound by any 
written agreement. One of its main pur- 
poses is by conference and consultation to 
obtain uniformly higher rates upon low- 
rated target risks where the demand for 
insurance exceeds the supply, and also to 
secure adequate rates upon risks which are 
not at present subject to tariff rates. This 
movement is distinctly separate from that 
inaugurated by the Committee of Fifteen 
of the Eastern Union, and is comprised of 
a number of companies not identified with 
that organization. 

5 

As a result of recent conferences in re- 
spect to the important problem of agents’ 
license laws, a new 
bill has been pre- 
pared covering the 
question in the State of Illinois. The pres- 
ent, as well as the original measure, is in 
direct charge of Mr. Frank F. Holmes, 
who has taken a personal interest in the 
matter and does not officially represent the 
National Association, of which he is secre- 


Agents’ License Laws 
in Western States. 


tary. The new measure not only retains 
the license fee of $25 to be paid by each 
individual agent for the right to do 
business, but embraces some important 
and far-reaching provisions not con- 
templated at the time the movement was 
started. 

The most important section of the new 
bill is that which prohibits discrimination 
in rates. It says that no licensed agent 
“‘shall make or permit any distinction or 
discrimination between insurable property 
of the same class and hazard in the estab- 
lished and published rates for such insur- 
ance, nor shall any licensed agent or solic- 
itor charge, collect, demand, or receive 
any greater or less compensation from one 
insurant than from another for a like serv- 
ice in insuring the same class and hazard 
of property.’’ 

One effect of this provision is to legalize 
local hoards. It would also tend to pre- 
vent competitive rate wars in particular 
sections, as the opening of rates in one sec- 
tion, upon any class of hazard for any par- 
ticular purpose, would necessitate a similar 
reduction upon all risks in the same class. 
The bill also prohibits a division of com- 
mission with the property owner or his un- 
licensed representative. Mr. Holmes justi- 
fies this feature of the measure by reference 
to the interstate commerce law, the anti- 
rebate life insurance law, and the public 
warehouse law. Another important pro- 
vision is that prohibiting the payment of a 
commission to non-residents of the State on 
property located in the State. Its purpose 
is to prevent the writing of trust property 
under schedule. Mr. Holmes says: ‘‘ The 
constitutionality of all provisions of the 
bill have been approved by one of the lead- 
ing law firms of this city.”’ 

It is uncertain whether this measure will 
have the approval of the State Association 
or not. Many local agents favor the 
measure, which it is believed can be passed 
if recommended by a large percentage of 
the Association membership. The new bill 
has been introduced in the legislature. 

The State Association in Wisconsin has 
met with some difficulty in connection with 
the proposed agents’ license bill. It is 
stated that it will be impessible to pass the 
measure unless small towns are exempted. 
This exemption, however, would entirely 
defeat the aims of the Asseciation. 
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Since the last issue of this magazine the 
threatened imposition of a discriminating 


; Pig ee 3 tax upon foreign 
Missouri Discriminating nes ee »é = 


Tax Bill Withdrawn. écienieaiitis tei Gin 


important State of Missouri has been tem- 
porarily, if not permanently, averted. This 
result seems to have been brought about 
immediately by the action of the English 
Ambassador at Washington. It may be 
stated also that prominent business inter- 
ests in the State of Missouri, as well as the 
National Board of Fire Underwriters, filed 
a protest with the legislature against the 
proposed enactment. The representations 
made by the British Ambassador were not 
new, but such as have been urged in similar 
instances ; namely, that the proposed tax 
is in violation of the treaty between 
this country and England, under which 
equal rights are guaranteed to citizens of 
either country. The protest was made 
directly to the Governor of Missouri 
and by him called to the attention 
of those in the legislature having charge 
of the measure. As a result it was with- 
drawn. 

As an outcome of the discussion of for- 
eign fire insurance companies in America, 
it is evident that there has been a marked 
change of sentiment in respect thereto 
among companies of New York State. 
When the foreign fire insurance companies 
first engaged in business in this country, it 
was their custom to display the entire as- 
sets of the company. To change this con- 
dition American companies secured an 
enactment in New York State which pre- 
vented foreign fire insurance companies 
from advertising any but their Amer- 
ican assets. This status has been main- 
tained for many years, but recent circum- 
stances have made it seem desirable that 
the statements of foreign companies, as 
made by the home offices, should be pub- 
lished. The vice-president of one of the 
most important and prosperous of‘the New 
York State companies has prepared a meas- 
ure which he hopes to put through the 
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legislature with the co-operation of other 
New York State companies. The bill pro- 
posed will eliminate that section of the law 
which prohibits the publication of the 
home office figures of foreign fire insur- 
ance companies and will substitute the 
following: 

‘The report, of every such corporation 
shall contain the full and complete state- 
ment of its liabilities estimated and com- 
puted in accordance with Section 25 of the 
insurance law as hereby amended (that is, 
on the basis of unearned premiums) and of 
its assets wheresoever situated and of its 
business wheresoever transacted, whether 
within or beyond the limits of the United 
States. Every such corporation must file its 
reports with the ‘superintendent of insur- 
ance with respect to its liabilities and 
assets upon business transacted outside of 
the limits of the United States within 91 
days from the first day of January in each 
and every year.”’ 

The bill suggested also provides that no 
portion of the capital, surplus, or funds of 
any foreign company doing business in the 
State shall be invested in, or loaned on its 
own stock or the stock of any other insur- 
ance company carrying on the same kind 
of insurance, and futhermore, that such 
companies shall not be directly or indi- 
rectly interested in the management, con- 
trol, or stock of any other insurance com- 
pany carrying on the same kind of business. 
The former provision already applies to 
State companies, but by the proposed 
amendment the foreign companies alone 
will be precluded from being interested in 
the management of other companies. 

The proposition is at present interesting 
mainly because it shows a change of feeling 
in respect tothe publication of the entire 
assets of foreign corporations. The pro- 
posed prohibition against annex corpora- 
tions is likewise interesting. It is not un- 
derstood, however, that the suggested bill 
will be introduced unless the co-operation 
of a substantial number of State companies 
is secured. 








THE VERMONT DECISION ON TERM RESERVES. 


Press Opinions on the Views of the Court. — Criticism of the Position Taken by This 
Magazine in Respect to the Decision. 


The insurance fraternity has watched 
with interest the opinions expressed by 
various insurance journals on the Vermont 
decision in respect to preliminary term 
reserves, particularly that portion which 
has taken a pronounced attitude in favor 
of the valuation of the contract according 
to its terms. The decision is everywhere 
admitted to be a most sweeping one, and 
in view of this fact a tone of conservatism, 
not heretofore prevailing, is noticeable. 
The Standard of Boston says that no ques- 
tion has been more largely discussed by 
actuaries, insurance officials, and’ the in- 
surance press than the principles upon 
which the Court decides. It doubts whether 
the one-year-term companies will agree 
with the Court in its conclusions that the 
present net valuation laws tend to ‘‘ create 
such monopolies that the modern trusts 
would blush for their departing laurels.’’ 
The Standard comments upon the severity 
of the Court’s tone towards the Massachu- 
setts insurance department, saying : 

‘‘Human nature is human nature after 
all, and it is not surprising, therefore, that 
some people with long memories already 
recall the fact that an influential member 
of the Court was officially associated with 
a certain now defunct Vermont company 
which issued one-year-term policies and 
which, for reasons appearing unto the 
department to be good, was practically 
barred out of Massachusetts.”’ 

Commenting further upon this phase of 
the position, the Standard says: ‘‘ The 
Vermont Life has not done business in 
Massachusetts since 1889, its last statement 
to the Massachusetts department haying 
been found so unsatisfactory that it was 
not relicensed. Judge Taft is remembered 
here as having made a strong, able, but 
unavailing argument for its readmission to 
the State. The opinion in the Bankers 
Life case bears all the marks of its author’s 
vigorous thought and modes of expression, 
although, if reports are to be believed, it 
was revised at least once before its deliv- 
ery, and some of its original declarations 
modified in deference to the views of the 


other justices, who are said to have thought 
them a little too ‘strong.’ ”’ 

The Standard also says that the decision 
not only opens the door for new companies 
and increased competition, but it also per- 
mits the old companies to value their poli- 
cies upon the term basis if they so choose. 
It does not, therefore, see how the small 
companies will be any better off than they 
were before. 


NEW YORK VIEWS. 


The Weekly Underwriter of New York 
cautiously confines itself to saying merely : 
“The opinion of the Court sustains the 
position of every insurance department that 
has taken action upon the one-year-term 
valuation, except that of Massachusetts.”’ 

The Spectator says: ‘‘ That the decision 
is likely to have an important bearing on 
the life insurance business is conceded, 
and it isso broad in its bearings that the 
insurance commissioners of other States 
may, with safety, consider it a guide for 
their action in similar cases.’ 

The /nsurance Press renews its severe 
strictures upon the insurance departments 
of Vermont and Massachusetts for refusing 
to take cognizance of the preliminary term 
clause, but does not express an opinion 
upon the broader phases of the Court’s 
affirmation that a clause in the contract is 
not necessary. 

The Chronicle says: ‘‘ The decision of 
the highest Court of Vermont in favor 
of the Bankers Life Insurance Company 
is a clearly written, able, and decisive 
document bearing on the law in Vermont 
regarding the one-year-term question.’’ 


A WORD OF WARNING. 


The Monitor of New York, whose editor, 
Mr. W. S. Nichols, is a member of the 
Actuarial Society of America, and which 
has given considerable encouragement to 
the preliminary term proposition, feels 
compelled, in view of the sweeping nature 
of the Court’s decree, to utter a vigorous 
word of warning and point out the dangers 
which may arise if the opinions of the 
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Court are carried out to a logical conclu- 
sion. We quote: 

‘The practical objection which has been 
made to this class of contracts has been the 
admission of a principle which would break 
down the safeguards of life insurance. 
Whatever danger there may be in this 
direction must arise from the abuse of the 
method through an extension of the pre- 
liminary term feature beyond the point 
where it may be legitimately required to 
meet the initial expenses of securing the 
business. 


‘Such a temptation may naturally be 
created by competition for new business, 
and it is against this that we would caution 
every company using this form of contract. 
It does not follow that because a company 
may thus legally avoid a reserve until its 
actual premiums no longer exceed the net 
premiums required for the remainder of 
the term, that any such practice or any- 
thing approaching it can be adopted con- 
sistently with the requirements of sound 
life insurance principles. The term insur- 
ance should be strictly limited to cover 
the initial expenses of new business, se- 
cured at a reasonable and profitable cost. 
Every dollar of reserve foreborne must be 
made good with its interest accumulations 
in the end, and this replacement must 
come from future loadings for expenses 
and contingencies. To rob the future for 
a present advantage is against the funda- 
mental principles of American life insur- 
ance. It has been the great criticism of 
the British methods of valuation, and the 
principal cause of the life insurance fail- 
ures in that country. 


‘* The method has been pronounced legal, 
but its abuse will surely invite a movement 
to change the laws. We have favored this 
liberal construction of the statutes as a 
necessity, if new companies are to be en- 
couraged by the State, or the theory of our 
valuation system is to conform to the facts. 
On this point some of the ablest actuaries 
in the world, such as Dr. Sprague of Great 
Britain, areagreed. But the Wonitor would 
be among the first to condemn the conver- 
sion of liberty into an unrestrained license 
to undermine the foundation of the reserve 
principle on which sound life insurance 
rests.”’ 


The J/nusurance Age adopts a‘ similar 
tone and says that it must be borne in 
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mind that the decision does not uphold 
the carrying of the principle to a point 
where the solvency of the company is en- 
dangered. Of the Court’s statement that a 
preliminary term clause is not necessary in 
the policy, the 4dge says: ‘‘ Here there is 
a possibility of vagueness that both en- 
courages misrepresentation by agents and 
throws in doubt the legal status of the 
policy.’’ 
ACCEPT THE DECISION. 

The United States Review of Philadel- 
phia, which has steadfastly and consist- 
ently represented the radical views enter- 
tained by the late William D. Whiting, 
accepts the decision in all its various bear- 
ings. It says: 

“This decision, therefore, opens the way 
apparently for the introduction, without 
change of statute law, of a system of scien- 
tific loading, the departments being re- 
quired to ascertain from the companies 
what are their systems of loading and 
what, under that system, are their net 
premiums. ... 

‘Of course, such a decision settles the 
matter clearly and finally, so far as Ver- 
mont is concerned, for all companies which 
desire a valuation on a preliminary term 
basis. And, if these principles should 
everywhere be adopted by the courts, the 
question of valuation would soon be a 
matter to be determined by a company’s 
own canons of loading.”’ 

The Jntelligencer of Philadelphia ex- 
presses no opinion either in respect to the 
merits of the decision or of the one-year- 
term proposition. It speaksvery positively, 
however, as to the scope of the decision : 

‘* Viewed in the light of what it decides, 
this decision is one of the most far-reach- 
ing upon the form of life insurance devel- 
opment which has ever been rendered by 
any court in this country. It is not only 
radical; it is revolutionary. It goes 
farther than any advocate of what is 
known as ‘one-year-term valuation’ has 
ever gone, so far as we can remember. It 
changes the whole theory of handling new 
business. The old theory was that a whole 
life policy or a limited payment policy 
must be valued as such despite any state- 
ment in the policy that it was to be con- 
sidered term insurance for the first year. 
The proponents of the term insurance idea 
have argued that a policy must be valued 
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according to its terms. If those terms 
stated that the first year was term insur- 
ance, it was to be so valued. The Vermont 
decision is that a company can value a 
policy as a term policy the first year; not 
because it is so nominated in the bond, but 
because the company has the right to value 
a policy in any way which the manage- 
ment deems the best to work justice and 
equity among the policy-holders.’’ 

The /nusurance World. of Pittsburg, like 
the United States Review, accepts the 
broad conclusions of the Court. It not 
only accepts them but claims that it has 
advocated the sweeping principles enun- 
ciated for the past five years. It says: 

‘We have repeatedly analyzed this sub- 
ject for our readers and have shown, it 
seems to us, conclusively that according 
to the fundamental principle of re-insur- 
ance reserve in life insurance something 
corresponding with great accuracy to the 
ruling made by the Vermont department 
is the proper method for computing pre- 
mium reserves.”’ 


TWO SOUTHERN OPINIONS. 


The /usurance Herald of Louisville ex- 
presses the following view : 

“While the basis of valuation, the 
‘standard,’ designed to assure the ability 
of the company ‘to meet all policy obliga- 
tions,’ must manifestly be the same for all 
companies, the uniform application of that 
standard is not essential tovactual solvency 
but may be varied as to the treatment of 
the first year’s transactions. Are the 
policy-holders protected and is equitable 
dealing maintained between all classes of 
policy-holders and between the latter and 
the company? In effect, the Vermont 
opinion traverses these questions, concern- 
ing which the answer is clear and forcible, 
and we believe incontrovertible.” 

It deprecates, however, the extreme 
position taken by the Court in discussing 
the business of the large companies and 
says that the utterance of the Court in this 
respect ‘‘sounds almost like McNall or 
Clunie.”’ 

The /nsurance Field, of the same city, 
takes a strong attitude against the sound- 
ness of the decree, stating that a decision 
along similar lines in Massachusetts would 
profoundly affect life insurance : 

‘“‘In that the Court declares of life insur- 
ance under the Vermont law a proposition 


that no actuarial authority has ever ad- 
vanced as a theory of the business. It 
is in effect that the reserve is what remains 
after expenses are paid. Yet there is 
nothing in the law that limits the ex- 
penses either, although it would appear 
that the expenses must be limited to pro- 
vide for the demands of the reserve. The 
Court appears to hold that the reserve 
must wait upon the demands of the ex- 
pense. And all this is true in Vermont 
without regard to whether the policy con- 
tract is specifically a preliminary term 
contract or an ordinary life contract. But 
while this may be true of the Vermont law, 
it is not true of the laws of all the States, 
and the usage from the first has been 
directly against such an assumption. 
From the standpoint of the law in Ver- 
mont the decision may be entirely proper, 
but as a scientific proposition in life insur- 
ance it is unquestionably unsound and 
dangerous. It would convert the reserve 
into an uncertain factor, difficult to be de- 
termined. If the Vermont definition were 
correct and should apply to all companies, 
as it unquestionably would, the legal re- 
serve companies that wrote about $1,000,- 
000,000 of new business in 1900 could re- 
lease at once perhaps $40,000,000 . or 
$50,000,000 of funds laid aside as reserves 
on the aggregate and convert them into 
surplus, which might be converted again 
into expense, and so on adinfinitum. We 
may imagine what would result if that 
could be done. The Vermont decision, if 
it became the prevailing law, would knock 
the props from under life insurance ef- 
fectually.”’ 


READS LIKE AN ARGUMENT. 


The Western Underwriter of Chicago 
thinks the decision ‘‘reads more like an 
argument for that system (the preliminary 
term reserve) than a decision.’’ It says 
that in view of the decision the problem 
obviously needs legislative elucidation. 
The first year term proposition itself is not 
capable of much harm, but there is danger 
of extending the plan to a number of years 
and thus throwing down the bars entirely. 
The defect of the one-year system is the 
assistance which it lends to ‘‘life insurance 
actuarial juggling.”’ The preliminary 
term proposition would not be subject to 
criticism if its use could be carefully 
hedged around with safeguards and re- 
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stricted to legitimate companies which are 
otherwise entirely in good standing. 

The Western Underwriter suggests an 
interesting phase of the danger likely to 
arise as a result of the Court’s decision 
when it says that assessment companies, 
by the aid of the one-year-term plan, are 
able to reorganize and qualify as legal re- 
serve companies, and thinks that in the 
future many failures are likely to take 
place as a result of this transition, and 
that the discredit of these failures will 
rest upon the so-called old line compa- 
nies. This being the case it says, ‘‘It be- 
hooves the companies of undoubted stand- 
ing to draw a distinction and to have that 
distinction made known far and near be- 
tween them and the companies of doubtful 
standing.”’ 

The /nvestigator, aiso of Chicago, takes 
issue with the Court in reference to the 
difficulty of establishing new companies. 
It says that this difficulty is undoubtedly 
great and that many disinterested people 
would like to see the difficulty lessened 
if it could be done without inducing 
other evils. It points out, however, that 
successful life insurance companies have 
always grown slowly, that during the first 
two or three years they have done business 
conservatively, restricting their operations 
to a comparatively small field, keeping 
expenses down, and selecting their risks 
with great care. The /nvestigator ex- 
presses the opinion that it is not impos- 
sible to-day to build up successfully a life 
insurance company which shall set aside 
the full reserve during the first year upon 
all forms of policy, provided the company 
is managed in its earlier years with conserv- 
atism and prudence. It questions, how- 
ever, whether the difficulty of establishing 
a new company will be remedied by pre- 
liminary term valuation, saying : 

“If such a method of valuation should 
result in the organization of a number of 
companies and competition become still 
keener than at present, we do not think it 
unreasonable to assume that the older com- 
panies would proceed to value their first 
years’ business as term, so as to be able to 
pay their agents higher commissions on 
account of the greater difficulty of obtain- 
ing new business.”’ 


Insurance Economics. 


HARTFORD’S VOICE. 


An interesting Hartford view of the 
Court’s position is published in the In- 
SURANCE JOURNAL: 

‘* The decision of the Vermont Supreme 
Court on the one-year-term question was 
so sweeping as to cause surprise in the 
ranks of both its supporters and oppo- 
nents, and, judging from some of the com- 
ments, it is considered so sweeping as to 
weaken the influence it might have had 
outside of Vermont, where, of course, it is 
conclusive. It is, however, admitted to be 
very interesting. And of truth some ex- 
traneous matter seems to have been swept 
up by the Court. For instance, where it 
is said in effect that to deny the right to 
use the one-year-term ‘device’ to the 
small companies would result in the build- 
ing up of a monstrous monopoly. That is 
a suggestion probably from the arguments 
of counsel. The decision, however, aside 
from settling the main question, has an 
interest and holds out a hope to those who 
believe companies should have more free- 
dom in the conduct of the business, at 
least freedom from laws which, until now, 
at any rate, have-hedged them in and tied 
them to an indefinite formula. The Court 
said: ‘They can value it (the policy) asa 
term policy if they wish, not necessarily 
because such is the contract, but because 
the company, in administering its affairs, 
can compute the reserve, taking into con- 
sideration the expenses of obtaining the 
policy, in such a way as they deem best to 
work justice and equity among the mem- 
bers, provided they do not disregard the 
tables of mortality nor the rate of interest.’ 
That certainly is a surprise, and it would 
also seem to approach closely to license.”’ 

The Vindicator of New Orleans does not 
believe that the decision will ever be set 
up as a precedent, as it does not contain 
either good law, good sense or equity, and 
is not the dispassionate and impartial con- 
clusion of a disinterested tribunal. For 
this reason it regards the decision as prac- 
tically valueless. 

Rough Notes of Indianapolis says that 
the decision was ‘‘ unexpected and unex- 
pectedly sweeping,’ but ‘considers that 
“it is based upon common sense and 
righteousness, both of which should gov- 
ern in every insurance department.”’ 





 — 
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The Vermont Decision on Term Reserves. 


Powerful Arguments Against “Insurance Economics,” 


(From Weekly Underwriter.) 


We have commented before on the trucu- 
lent treatment which the editor of INsurR- 
ANCE Economics accords those with whom 
he does not agree, and this disposition is 
more than ever manifest in his voluble 
discussion of the one-year-term valuation 
question. In recent issues of his publica- 
tion, in which very much space is devoted 
to the airing of his opinions of the jurists, 
actuaries, and writers who favor the valua- 
tion of the life insurance contract according 
to its terms, the editor not only denies 
them their right, almost invariably, to an 
accurate statement at his hands of their 
views, but arraigns them usually as igno- 
rant pretenders or venal attorneys for the 
one-year-term companies. Thus, we are 
told that the chief justice of the Vermont 
Supreme Court was ‘‘ compelled ’’ to decide 
as he did, because ‘‘ to have done otherwise 
would have been to stultify the position he 
had taken as attorney for the Vermont 
Life.”’ Of the whole Court, the editor 
says: ‘*The decision of the Vermont Su- 
preme Court is most unsatisfactory to all 
concerned. We should like very much to 
have an unprejudiced judicial opinion.’ 
Of Mr. Nichols, it is said that ‘‘ he leaves 
the reader in doubt as to his precise mean- 
ing. Like Messrs. Wolfe and Fackler, he 


does not deal with the problem frankly. 


He substitutes actuarial verbiage for sound 
argument and hypothetical illustration for 
actual fact.’’ Because Mr. Wolfe declines 
to submit himself again to uncouth treat- 
ment in the INSURANCE ECONOMICS, he is 
taunted with a consciousness of inability 
to defend his position. The president of 
the Actuarial Society of America, express- 
ing an opinion on a principle of general 
application, is ‘‘a Canadian and does not 
view the question from an American stand- 
point.’”” The insurance papers differing 
from this editor are ‘“‘the paid servants of 
the two companies.’’. It is needless to 
multiply examples. And who are these 
defendants who have provoked the con- 
tempt of the editor by holding opinions 
counter to his? As to one—the Vermont 
Supreme Court — it is regarded by lawyers 
as one of the ablest judicial tribunals in 
the United States, and its decisions are 
quoted in every court with the utmost 


respect. Messrs. Macaulay and Nichols, 
to say nothing of the others who are 
assailed, are among the foremost members 
of the profession of actuaries, and were 
solving problems béyond even the present 
comprehension of the editorial mind when 
its possessor was but a prattling infant. 
That so callow a commentator should 
comport himself toward his superiors in 
intellect, experience, and reputation with 
such deliberate insolence can be explained 
in but one way: it is the result of an 
abnormal development of self-esteem — 
something so extravagant that it sees itself 
paralleled only by Jove sitting in judgment 
upon mankind on the top of Olympus. 
Considering the comparative deficiencies 
of the writer, only inordinate vanity can 
account for such deliverances as these 
taken from the February number of INsur- 
ANCE Economics. The italics are ours: 

‘““That has been our position from the 
start and is to-day. The seemingly vary- 
ing opinions of eminent actuaries have: not 
served to change our views in any respect. 
The same may be said of court decisions, 
whatever their tenor may be. We have 
never looked at the matter from a technical 
point of view, nor from an actuarial, theo- 
retical or scientific point of view, but from 
the standpoint of sound moral principle. 

‘‘Before the term reserve became the 
subject of extended controversy, we saw 
clearly the causes which were slowly but 
surely bringing forward the subject into 
the arena of public discussion. 

‘“‘We regret exceedingly that any com- 
pany should so unwisely administer its 
resources as to make this or any other 
expedient necessary. We would like very 
much to help them get back upon solid 
ground, but we cannot support and approve 
a plan of regeneration that we are con- 
vinced is wrong.”’ 


This paper has never been unappreciative 
of the fact that the editor of INSURANCE 
ECONOMICS i¢ an earnest and thoughtful 
student of insurance, and takes a serious 
view of the responsibilities of his vocation ; 
but he needs to be reminded that while an 
assumption of superior wisdom and virtue 
can be overlooked as an amiable weakness, 
he will have to fight fair and courteously 
if he would not provoke retaliation. 
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(From the Insurance Herald.) 

Our latest advices from Boston state that 
Judge Putnam of INSURANCE ECONOMICS 
had reversed the recent decision of the 
Supreme Court of Vermont on the one- 
year-term valuation question. Inciden- 
tally, this will bea great relief to Commis- 
sioner Cutting, but the reversion is chiefly 
of value because it will check the dark 
conspiracy of the wicked one-year-term 
companies to extend this valuation scheme 
to subsequent years for the purpose of 
dividing the big ‘‘expense ’’ money among 
the conspirators. No clique of Vermont 
judges can pull the wool over people’s eyes 
while Putnam can hand down “‘ opinions.’’ 

(From the Chronicle.) 

The little group of persons who are so 
strenuous in their hostility to the one-year- 
term plan are making themselves ridicu- 
lous. They insinuate that Judge Taft, 
who wrote the very able opinion compel- 
ling the Vermont insurance department to 
issue a license to the Bankers Life, was 
guilty of unworthy action in delivering an 
opinion which was contrary to their ideas 
and wishes. Judge Taft is a very able law- 
yer and his opinion is not only legal, logi- 
cal, and convincing, but it so far excels in 
clearness, common sense, and good plain 
English anything which we seen put forth 
by those who think they disagree with 
him that we are sure that the one-year-term 
plan has good moral, legal, and business 
reasons for existence. 

(From Rough Notes.) 

INSURANCE ECONOMICS treats the deci- 
sion of the Vermont Supreme Court relat- 
ing to the valuation of the preliminary 
term life insurance contract in ‘‘ lighter 
vein.’’ It is not important, it says, the 
chief justice being the mouth of the Court, 
having been a director in the board of the 
Vermont Life Insurance Company, is dis- 
qualified from viewing the question from a 
judicial standpoint. The unanimous opin- 
ion of the Court is dishonest, it having ac- 
cepted conclusions which they knew to be 
erroneous, or it was negligent in leaving 
one member to speak for all in a matter 
they did not examine. Well, well. 

(From Insurance Press, March 13.) 

The remarks of the /nsurance Press on 
‘Taft and Putnam,’ last week, were called 
out by the, to us, seemingly very bad taste 
of the editor of INSURANCE ECONOMICS in 


Monthly Journal of Insurance Economics. 


trying to belittle the Supreme Court of 
Vermont and the eminent jurist who pre- 
sides over that tribunal. We would save 
the Boston editor from a plunge into Alt- 
geldism, a splash that would be unwise 
and. most uneconomic. 

Justice Taft was a director of the Ver- 
mont Life Insurance Company, and still is, 
we believe, for that corporation is in exist- 
ence and sufficiently well provided with 
funds to resume business, if it cares to be- 
gin again, notwithstanding Mr. Putnam’s 
belief that it is irretrievably insolvent. 
Because the justice was, and is, a director 
of the company, the editor of INSURANCE 
Economics holds, and has expressed, sun- 
dry contemptuous opinions of the jurist 
and the Court, as well as of other persons 
who are not on his side of the arguments. 

(From The Spectator.) 

The decision of the Supreme Court of 
Vermont in the case of the Bankers Life 
Insurance Company of New York against 
the insurance commissioners of that State 
on the question of the valuation of pre- 
liminary term contracts does not meet with 
the approval of the editor of INSURANCE 
EcoNnoMICcs, and he gives up a large amount 
of space to an endeavor to prove that the 
Court was incompetent to decide the ques- 
tion, and that the decision is not of much 
importance, anyway. In the abnormal 
quality of wisdom, which the editor arro- 
gates to himself, he even goes so far as to 
impugn the integrity of the Court, and 
avows that the chief justice rendered the 
decision in favor of the company in order 
not to stultify himself in the position he 
took before the insurance commissioners 
when representing as counsel the Vermont 
Life, which attempted to have its policies 
valued as term for the first year. Sucha 
statement is a deliberate insult to the Su- 
preme Court of Vermont, and is entirely 
uncalled for in view of the thorough man- 
ner in which the case was discussed, and 
the unanimous concurrence of all the 
members of the highest judicial body of 
the State. It is fortunate for the editor 
referred to that he is not a resident of Ver- 
mont, and it will be wise for him to keep 
out of that State, for contempt of court is a 
serious offense. In discussing the matter 
further, the editor expresses the hope that 
the case will be brought before the Massa- 
chusetts courts, in which State the attor- 
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ney-general has been considering the 
question for some months, and adds, ‘‘ We 
should like very much to have an unpreju- 
diced judicial opinion.’’ This would seem 
to imply that this editor doubts the ability 
of the attorney-general of Massachusetts to 
consider the case on its merits without be- 
ing influenced in favor of the companies 
concerned. The prejudice, if any there be, 
is in the mind of this editor, who has lost 
no opportunity to misrepresent and distort 
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facts in order to bolster up a position 
which he flatters himself is uncom- 
promising. Of course, the editor takes 
himself very seriously, and no doubt be- 
lieves he is acting for the best interests of 
the business, but if he expects to win and 
maintain the respect of the insurance com- 
munity, he must avoid all trickery and 
disingenuousness, and give others credit 
for honesty of opinion to the same extent 
that he considers himself entitled to. 


An Interesting Official View. 


(From the Western Underwriter.) 

The decision of the Vermont Supreme 
Court in regard to the preliminary term 
reserves continues to attract the attention 
of life insurance men, and is a fruitful 
topic of discussion. It opens up a wide 
field for speculation and every one is look- 
ing forward with interest to see what the 
ultimate developments will be. While the 
officials of all companies which are finan- 
cially strong and have never felt the neces- 
sity of resorting to this expedient are op- 
posed to the principles enunciated by the 
Court in respect to the valuation of ordi- 
nary life and endowment policies during 
the first year— holding that it tends to 
impair the security to the policy-holder 
and to undermine sound principles of life 
insurance — yet there are many who are 
secretly rejoicing over the decision be- 
cause it apparently strikes a fatal blow at 
State supervision so far asthe reserves of 
life insurance companies are concerned. 
There has always been a difference of opin- 
ion among actuaries as to the propriety of 
State supervision in this respect, and as 
a consequence, in so far as the Vermont 
decision renders State supervision nuga- 
tory, itis a matter of satisfaction to some 
entirely apart from the question of pre- 
liminary term reserve. , 

This attitude towards the decision is well 
expressed in the following statement by 
the official of a prosperous conservative 
company: ‘The recent decision in Ver- 
mont, and especially the argument in the 
opinion, brings out very clearly the fact 
that net valuation is not a proper test. As 
long as it remains the legal test, the public 
is likely to believe that there is such a 
thing as an individual reserve, and that it 
is the measure of the individual member’s 


right in the company. Perhaps we are 
nearer than we now perceive to a reform 
which, by establishing a true test of sol- 
vency, will make it for the interest of all 
concerned to transact the business of life 
insurance economically. This is not the 
case under the present laws. They not 
only crush the life out of new companies, 
but they also, of course without the inten- 
tion of their authors, are responsible for 
most of the extravagance which is charged 
on the companies. 

“‘T think that there can be no doubt that 
a company may stand the test of net valua- 
tion and be commercially bankrupt, and 
that another company may not be able to 
stand the test of a net valuation and yet 
be commercially solvent. It is this posi- 
tion which I regard the Vermont decision 
as sustaining. As to the correctness of 
the decision upon the point at issue, 
namely, whether a policy may be valued 
as a term policy for a certain period 
and then as a life policy thereafter, I 
have nothing to say, except that if such 
decision is to stand it will probably be- 
come necessary in the near future to find 
some other test of solvency than a net 
valuation. 

‘““The net valuation has stood because, 
heretofore, its spirit has been complied 
with and not its letter. . If the letter is to 
be the rule, something will have to be 
done, and quickly. I'see no reason why, if 
the policy is to be valued as a term policy 
for one year, it cannot be so valued for 
two, three, or more years, or until the net 
premium at the advanced age shall be 
equal to the loaded premium, and the net 
valuation test ceases to be of any value. 
Believing as I do that great evils have 
resulted to the business of life insurance 
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through the use of the net valuation as a 
standard of solvency, I shall look forward 
with great interest to the action which 
must necessarily be taken if the decision in 
Vermont becomes a precedent and is car- 
ried out to its logical conclusion. For 
office purposes, the net valuation is of 
great value; for public purposes, it is 
insufficient, and leads instead to monopoly 
and extravagance.”’ 


Monthly Journal of Insurance Economics. 


It is not at all likely that any of the 
first-class legal reserve companies will 
attempt to take advantage of the Vermont 
decision in any respect. An official of one 
company, when asked if such was his 
intention, replied: ‘‘ Decidedly not. This 
company will continue to do old-fashioned 
full-reserve life insurance, and put up the 
whole reserve at the end of one year as 
heretofore.”’ 





REPEAL OF THE STAMP TAX ON INSURANCE POLICIES. 


All Forms of Insurance Relieved Under the Amended Internal Revenue Act. 


Since the last issue of this magazine 
events in Congress in relation to the 
internal revenue taxes have developed 
rapidly. As has been previously stated, 
the House voted in favor of the entire 
repeal of all stamp taxes upon insurance 
policies. The Senate declined to concur 
in this recommendation and retained the 
tax with some reductions and modifica- 
tions. The matter was then referred to a 
conference committee of the two houses. 
After several days’ discussion, the Senate 
acquiesced in the House recommendations 
as to insurance taxes. It is estimated that 
the removal of this tax will save the sum 
of about three million dollars per annum 
to the companies and their policy-holders. 


The circumstances under which this 
repeal was secured have been variously 
interpreted, aud numerous conflicting re- 
ports in regard to the influences brought 
to bear upon Congress have been pub- 
lished. At the request of this magazine, 
a gentleman thoroughly familiar with the 
circumstances has furnished the following 
statement of facts relative to the position 
of fire insurance interests in the matter. 
The statement is an extremely interesting 
one and throws one or two side lights upon 
the situation which ought to become a 
matter of record : 

‘The repeal of the United States stamp 
tax on fire insurance policies is not credit- 
able to the fire insurance companies as a 
whole nor to any of their organizations. 
Attention was first called tothe matter by 
information from private sources that the 
President and Treasury Department had 


determined to recommend an abatement, 
to same extent, of the taxes imposed when 
the war with Spain was begun. Then it 
became known through the newspapers 
that a sub-committee of the House Com- 
mittee on Ways and Means was in Wash- 
ington conferring with the President, the 
Secretary of the Treasury, and the Com- 
missioner of Internal Revenue previous to 
the meeting of Congress last fall. 


‘‘Notwithstanding this, the fire under- 
writers took no action toward securing a 
favorable consideration of their interests 
until Mr. John T. Stone, president of the 
Maryland Casualty Company, took the 
responsibility of inviting a conference of 
insurance companies of all classes. This 
conference was.held at the rooms of the 
National Board of Fire Underwriters in 
New York and numerous companies were 
represented. It was noted as peculiar that 
while the leading officers of the fire and 
casualty companies were present only 
clerks or subordinates represented the life 
companies ; and when it was decided to 
send a delegation to Washington no repre- 


‘sentative for a life company could promise 


co-operation, nor, indeed, would any mem- 
ber of the National Board of Fire Under- 
writers agree to go. Finally, Mr. E.R. 
Kennedy, although not a member of the 
National Board, yielded to the persuasions 
of the conference and agreed to go to 
Washington with Mr. Stone. 


‘By a fortunate coincidence, Mr. Em- 


‘mett Rhodes, a resident of the city of 


Auburn, and engaged in fire, life, and casu- 
alty business on a large scale for his sec- 
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tion of the country, chanced to be in New 
York and on an hour’s notice he accom- 
panied Messrs. Stone and Kennedy to 
Washington. These three gentlemen ad- 
dressed themselves to the task of convinc- 
ing the chairman of the Ways and Means 
Committee, the Secretary of the Treasurer, 
and the Commissioner of Internal Revenue 
of the propriety and justice of including 
the taxes on their policies among those 
which should be recommended to Con- 
gress for repeal ; and in this they were com- 
pletely successful, as all three of the 
officials referred to unreservedly accepted 
the views of the committee of underwriters. 


‘The reason for the failure of the life 
companies to co-operate at this time was 
promptly disclosed after the other insur- 
ance men reached Washington, where it 
was observed that the life companies, with 
their customary foresight, had. already 
been at work in the interest of having the 
tax on life insurance policies repealed ; 
and, while they had very properly con- 
fined their efforts to their own tax, it can 
scarcely be doubted that they had made it 
easier for the representatives of other 
classes of insurance companies to succeed. 


‘‘Before the delegation of three above 
named left Washington they were assured 
that the Commissioner of Internal Revenue 
and the Secretary of thé Treasury would 
recommend to the sub-committee of the 
Ways and Means Committee that the 
stamp tax on fire, marine, and casualty 
policies should be entirely repealed, and 
they felt confident that the committee 
would act in concurrence with the recom- 
mendation of the administrative officers. 
Therefore, when the House bill was pre- 
sented from the committee, repealing the 
entire tax on insurance policies, the gentle- 
men who had visited Washington felt 
highly satisfied with the result of their 
labors in the general cause. ’ 


“After the bill passed the House and 
went to the Senate it was referred to the 
Senate Finance Committee and then to a 
sub-committee of two, consisting of Sen- 
ators Aldrich of Rhode Island and Allison 
of Iowa. At that point, the support of the 
National Board of Fire Underwriters seems 
to have entirely broken down. Mr. Stone 
continued his efforts, but with very little 
backing. Finally, upon the request of 
three or four fire insurance managers in 
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New York, Mr. George L. Shepley, the 
well-known fire underwriter of Providence, 
visited Washington to see what he could 
do with the senator from his State. Mr. 
Shepley found, however, that he was too 
late, as the sub-committee of two had com- 
pleted their revision of the House bill by 
retaining one-half the tax, and instead of 
continuing it as a stamp tax had arranged 
for annual reports from the companies and 
the collection of the tax in the usual man- 
ner. If any man at this juncture could 
have saved the interests of the fire com- 
panies it was Mr. Shepley, but, as just 
stated, his intervention was solicited too 
late. 

‘The bill passed the Senate in the form 
recommended by its committee and then 
went to a conference committee composed 
of representatives of the two houses of Con- 
gress. At this point the National Board 
again showed some signs of life, and Mr 
Enimett Rhodes was requested to at once 
proceed to Washington to look after the 
interests of the fire companies. This he 
did at great sacrifice of his own business, 
and from that time until the final result of 
the numerous conferences between the 
representatives of the two houses he must 
be credited with the principal share of the 
labors and influences that finally have 
succeeded in entirely exempting the fire 
insurance companies from the war tax. 
Mr. Stone continued his labors and numer- 
ous insurance men throughout the United 
States wrote and telegraphed to influential 
men in both houses of Congress. Since 
the House conferees stuck rigidly to their 
original entire repeal of the war tax on 
insurance policies, it is not going outside 
of the record to call attention to the fact 
that the chairman of the House Committee 
on Ways and Means and of the House con- 
ferees who met with the Senate is the Hon. 
Sereno E. Payne, who resides in the city 
of Auburn, and that Mr. Emmett Rhodes 
is recognized as the most active and influ- 
ential man in the ‘Republican party in 
Auburn, a position which has given him 
not only personal but great political inti- 
macy with Congressman Payne. 

“The life insurance companies have 
been very ably represented in all this 
matter and have doubtless paid their usual 
large fees to eminent advocates who have’ 
plead their cause at all stages; but Mr 
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Stone, Mr. Kennedy, and Mr. Rhodes have 
gone to Washington without remuneration, 
and yet they have succeeded in doing for 
their companies all that the ablest lawyers 
in the United States have succeeded in 
doing for the companies represented by 
them. 
National Association of Local Fire Insur- 
ance Agents has exercised some influence 


It should be stated too that the 


Monthly Journal of Insurance Economics. 


in this matter. Mr. Myer Cohen is chair- 
man of the Committee on Legislation of 
that Association and Mr. Rhodes is a mem- 
ber of that committee, and he has there- 
fore represented not only: the National 
Board of Fire Underwriters but the Na- 
tional Association of Local Agents, which 
put itself strongly on record as desiring 
the repeal of the stamp tax.”’ 





THE INSURANCE SOCIETY OF NEW YORK. 


Important Step Taken Towards Higher Education in Fire Underwriting. 


There has for some time been a demand 
in fire insurance for an organization, 
mainly educational in its scope, which 
would provide means for all who are en- 
gaged in the business— particularly the 
younger men—to obtain a deeper and 
broader insight into its principles and 
practises; an organization which would 
consider and discuss, not only economic 
conditions, but the scientific aspects of 
the business. Organizations of this char- 
acter already exist in other countries, but 
it has remained for the opening of the 
Twentieth Century to see a movement 
among American underwriters in the same 
direction. 

The question of organizing a society of 
this nature has been agitated for some 
time both in New York City and Chicago. 
While the head officials and managers of 
the companies have given it their endorse- 
ment and assistance, the movement has 
been most actively promoted by those 
holding subordinate positions in the com- 
pany offices. It culminated, after consid- 
able preliminary work, in the organization 
of ‘‘ The Insurance Society of New York,”’ 
Feb. 26. Some fifty gentlemen present 
engaged in the organization. A suitable 
constitution for the government of the 
new society was adopted. Its objects are 
defined as follows: 

“The objects of this society shall be 
educational and social, primarily in con- 
nection with, or relating to, insurance; 
the acquiring and holding of books, maps, 
plans, surveys, and papers relating to in- 
surance and’ general literature, and the 
establishing and maintaining of a suitable 
place for a reading-room, library, and for 


social meetings, and for any and all pur- 
poses incidental to, or in aid of, the main 
objects of the society. The fixing and 
(or) maintaining of rates of insurance 
shall not be within the scope of the so- 
ciety. Membership shall be individual 
and any opinion given, or expression 
made by any member of the society shall 
be held as his individual opinion and ex- 
pression for which the society assumes no 
responsibility.”’ 

Provision is made for three classes of 
members, namely: honorary, resident, and 
non-resident. Any male person of good 
moral character connected with insurance 
interests is eligible to membership. Hon- 
orary membership may be conferred by the 
unanimous vote of the executive commit- 
tee. Those not residing within fifty miles 
of New York City can be elected to non- 
resident membership. Honorary and non- 
resident members can enjoy all the privi- 
leges of resident members except the right 
to vote and hold office. The annual dues 
for resident members are $6.00 and for 
non-resident members $6.00. Candidates 
for membership must be proposed in writ- 
ing to the membership committee by two 
members of the society in good standing. 
After investigation, the membership com- 
mittee will report the candidate to the ex- 
ecutive committee. A two-thirds vote of 
the members of. the committee present is 
necessary to secure admission. If, how- 
ever, three black balls are cast the candi- 
date cannot become a member. The ex- 
ecutive committee has power to suspend or 
expel any member of the society for con- 
duct likely to be prejudicial to its interest. 

The management and control of this so- 





The Insurance Society of New York. 


ciety is vested in the executive committee, 
consisting of the executive officers and 
seven additional members, meking four- 
teen in all. Provision is made for an an- 
nual business meeting on the fourth Tues- 
day of February. Special meetings may 
be called by the president or by ten mem- 
bers of the society. It is proposed, how- 
ever, to have monthly meetings for the 
purpose of discussing technical subjects 
relating to fire underwriting. It is pro- 
posed to arrange with experienced men 
in the business to present lectures or talks 
upon different phases of the business, such 
as schedule rating, classification, protected 
risks; special hazards, co-insurance, etc. 

Under the plans of organization outlined 
above, the following officers were elected 
for the ensuing year: President, Samuel 
P. Blagden; vice-presidents, Henry E. 
Hess, Cecil F. Shallcross, William N. 
Kremer, A. M. Thorburn ; treasurer, Wash- 
ington Irving; secretary, R. P. Barbour; 
executive committee, E. U. Crosby, Wal- 
lace Reid, John Nichols, Howard Hamp- 
ton, James Marshall, F. H. Douglass, and 
Louis F. Burke. 

Steps will at once be taken by the ex- 
ecutive committee to procure suitable 
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quarters for the use of the society, and a 
special committee will be appointed to 
establish a library. The most complete 
library of this kind is in Boston. It is 
not expected that it will be possible to 
duplicate the work accomplished there 


“underthe supervision of Mr. Henry E. Hess, 


who is interested in the New York society 
and has been elected one of its vice-presi- 
dents. The chief aim, however, will be to 
create a practical working library which 
can be used for reference purposes. 

The successful launching of this impor- 
tant new society is due quite largely to the 
industry and perseverance of Mi. R. P. 
Barbour, of the inspection department of 
the Greenwich Insurance Company. The 
society starts under the most favorable 
auspices, having ninety charter members, 
among whom are included}some of the 
most prominent company officials and 
managers in New York City. The bulk 
of the membership, however, is comprised 
of those holding subordinate positions in 
local offices. One journalist is numbered 
among the charter members. 

The following is a complete list of the 
charter membership of this new and inter- 
esting organization: 


H. V. Burrows, Citizens. 
A. L. Brower, Greenwich. 
C. D. Barton, Greenwich. 
R. P. Barbour, Greenwich. 
Pk Belfield, Manager, Imperial. 
Louis F. Burke, The Home. 
Geo. W. Banks, Williamsburgh City. 
Sam. P. Blagden, General Agency. 
F.. F. Beddall, Manager, Royal. 
E. K. Beddall, Manager, Union As- 
surance. 
W. P. Blackman, German American. 
os W. Bell, Hanover. 
T. Y. Brown, General Agency. 
B. Birckelmaier, 
Too, R. Clower, Greenwich. 
U. Crosby, Genéral Agent, North 
British. 
J. W. Collins, Phoenix of Brooklyn. 
A. D. Cannon, Johnson & Higgins. 
P. H. Conklin, Commercial Union. 
F. H. Douglas, Williamsburgh City. 
N. Daggett, ys See 
B. Dawson, L. & L. & G. 
i. Wi Durbrow, Manhattan. 
Geo. W. Dewey, Niagara. 
D. M. Darby, ‘he Home. 
Marshall S. Driggs, President, Wil- 
liamsburgh City. 
C. H. Duclos, Magdeburg. 
Henry W. ton, Manager, Liver- 
1 & London & Globe. 
U. D. Frisby, Queen. 
William Follett, The Hanover. 
. Griswold, The Home. 
Henny E. Hess, Manager, Fire Insur- 
ance Exchange. 


Howard Hampton, Commercial 
Jnion. 
R. O. Haubold, Branch Mgr. 
Gon. Cc. Howell, Niagara. 
my Hamilton, New York Under- 
writers’ Agency. 
C. M. Hall, Lancashire. 
W. F. Hasslock, Phoenix, Hartford. 
Alfred E. Hassall, Branch Agency. 
Washington Irving, Phoenix, Eng. 
- Irvin, Branch Agency. 
Wa. N. Kremer, President, German 
American. 
A. M. King, Greenwich. 
H. L. Keyes, Lancashire. 
Alex. T. Lumby, The Home. 
Morton S. Lewis, Royal. 
R. — eee, Merchants of New- 


James Marshall, Northern N. Y. 
orter Martin, Norwich Union. 
Alfred A. Moser, N.B.& M. 
N. A. McNeil, Assistant Manager, 
Caledonian. 
Jos. McCord, Hanover. 
A. G. McIlwaine, Manager, London 
& Lancashire. 
- R. McCay, Phoenix, Hartford. - 
illian Morrison, Hanover. 
John Nichols, Queen. 
G.P. Osborne, Commercial Union. 
see ts H. Post, Manager, Caledonian 


i Peace, Northern, N. Y. 

G. Pieper, National Standard. 
Chas. R. Pitcher, R 

Morris D. Pierce, Union Assurance. 


Henry H. Putnam, Publisher, Jour- 
nal of Insurance Economics. 

Francis H. Ross, Royal. 

Wallace Reid, German American. 

H. A. Richards, Jr., Norwich Union. 

ee = Rushmore, Phoenix, Brook- 


E. a Richards, Manager, North 
British. 

Cone. Russell, Commercial Union. 
3. G. Stark, Caledonian, Amer. 

E E. Schubert, Citizens. 

E. G. Snow, Vice. — Home. 

W. H. Sampson, 

C. F. Shallcross, Seneahe, Royal. 

F. W. Stillman, Agency. 

paces Shel don, Precedent, Phenix, 


Y. 
Wm, C. Scheide, Royal Exchange. 
A.M. Thorburn, Sun. 
R. V. Thorn, Phoenix, Brooklyn. 
F, M. Teed, N. B. & M. 
W. W. Underhill, U.S, 
E. M. Vanburen, Blagden & S. 
re Whiton, Agency. 
w. A. Walton, President, Citizens. 
N. A. Weed, Weed & Kennedy. 
w. S. Wensiey, Middle States Inspec- 
tion Bureau. 
John H. Washburn, Vice-president, 
ome. 
F_ H. Way, Williamsburgh City. 
William Wood, Manager, Merchants, 


N. 
A. R. illiams, Union Assurance. 
Chas. R. Watson, N. U. Agency. 
Chas. E. Wickham, Union Assurance. 





A ONE-YEAR-TERM ADVOCATE CORNERED. 


The editor of the /wsurance Press of New 
York City declines to open his columns to 
the following communication : 


Boston, March 15, Igor. 
Editor of the Insurance Press : 

In your issue of March 5, you said that 
the JOURNAL OF INSURANCE ECONOMICS 
had incorrectly stated that the Vermont 
Life Insurance Company had failed. Ina 
communication published in the Press of 
March 13 the writer stated that the Ver- 
mont department in its last official report 
had declared the company to be “‘ irretriev- 
ably insolvent on the most liberal basis of 
valuation of its reserve liability used in 
this country.’”’ I stated that if you dis- 
trusted the official figures you could sub- 
mit them for analysis to the actuary of 
any first-class company and that I would 
agree to abide by his conclusions. This 
you have not done, but say merely that the 
Vermont Life was solvent because it was 
able to reinsure its risks. To be more 


specific, therefore, I will ask you tosubmit | 


the question of solvency to the actuary of 
the company which reinsured the risks of 
the Vermont Life. 

You also stated that the JOURNAL OF IN- 
SURANCE ECONOMICS was incorrect in say- 
ing that Judge Taft represented the Ver- 
mont Life before the Vermont insurance 
department in behalf of the valuation of 
the company’s entire business, new and 
old, on the preliminary term basis without 
reference toacontract. In reply thereto 
I asked you to communicate with the Ver- 
mont insurance department and with 
Judge Taft and said that if, on inquiry, 
you found that the question of valuation 
was not argued between Judge Taft and 
one or both of the commissioners I would 
admit that the statement made in the Jour- 
NAL OF INSURANCE ECONOMICS was wrong. 
You have not done this. Surely you are 
not unwilling to have the facts stated by 
the JOURNAL OF INSURANCE ECONOMICS 
verified? I have asked you to go directly 
to the parties in interest for proof as to the 
correctness or incorrectness of the state- 
ments made. Surely it is not your inten- 
tion to decline todoso? If the JouRNAL 
OF INSURANCE EcONOMICS has made a 
statement which is incorrect in any respect 
we wish to know it, because a correction 
cannot be too quickly made. 

You will pardon my insistence, but as 
you have challenged the accuracy of cer- 
tain statements made, I cannot, in justice 
to the JOURNAL OF INSURANCE ECONOMICS, 
relinquish the matter until it has been pur- 
sued to a finish. 

HENRY H. PUTNAM, 


Publisher. 


In regard to the above letter the /msur- 
ance Press of March 20, says: 


‘‘We have received an ‘insistent’ let- 
ter from the editor of INSURANCE Eco- 
NOMICS, on the subject uppermost in his 
mind, but do not think that a useful pur- 
pose will be served by prolonging a con- 
troversy to which too much space has been 
given already. Mr. Putnam seems to think 
that the /msurance Press should find a way 
of getting the Vermont Supreme Court to 
file some kind of a disclaimer (perhaps, 
enter into a newspaper discussion) in de- 
fense of his charge that the tribunal was 
‘prejudiced’ in its decision in the Bank- 
ers Life case. It does not seem likely that 
the Court could be induced to descend to 
that level, nor do we propose to invite it 
to be quite so foolish.”’ 


The editor of INSURANCE ECONOMICS 
has been charged with almost every crime, 
except murder and highway robbery; he 
has been accused of brutal unfairness and 
gross discourtesy in the most picturesque 
phrases; but he has never yet been obliged 
to confess that he was ‘‘finished’’ when 
confronted by a plain invitation to “ put 
up or shut up.’’ This language is not ex- 
actly ‘‘economic,’’ but it expresses clearly 
and concisely the thought in the writer’s 
mind. 





The attention of Reliable Agents in search 


of desirable contracts 1s called to the 


JOHN HANCOCK 
MUTUAL LIFE 
INSURANCE 
COMPANY OF BOSTON 


S. H. Rhodes, Pres. 
Roland O. Lamb, Vice-Pres. and Sec. 


None but the best forms of Life, 
Endowment, Term and Instalment 
Policies issued. See our Optional 
Annuity Policy. Good Agency 
Contracts to the right men. 


FRANCIS MARSH, Manager for 
Eastern Massachusetts, John Hancock 
Building, .-. 178 Devonshire Street. 
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Things Agents 
Should Know 


A PRACTICAL 
LIFE INSURANCE 


BOOK FOR 
AGENTS. 


MILES MENANDER DAWSON | 


Cloth, Extra. 489 Pages. Price, $2.00 


The Insurance Press 


120 Liberty Street, New York. 
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Portland, 
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WM. B. CLARK President. 
W.H. KING, Se ta I Wi 


ADAMS, HENRY E.REES 





INCORPORATED 1851. 


The Massachusetts Mutual Life 
Insurance Company 


SPRINGFIELD, MASS. 


JOHN A. HALL, President. HENFY S. LEE, Vice-President. 
HENRY M. PHILLIPS, Secretary. 





TEN YEARS’ PROGRESS 


Gains. of Gains 
$4,824,529.74 $2,609,977.32 137.86 
1,072,635.14 564,539.04 SLIES 


$5,897, 164.88 $3,174,516.36 116.60 

Assets Dec. 31 $33,252,639.54 $26,245,622.04 $34.992,982.50 133.24 
Amount Insured Dec. 33 63,290,789.00 336,238,923.00 72,948, 534.00 $15.26 
lus | J 870,581.77 2,324,635.55 1,454,053.74 $67.02 


The Massachusetts Mutual life Insurance Company has paid to its policyholders in 


ims, $20,363,430.97. Endowments Matured, $3,370,018.00, Dividends, $9,559,142.03 


Assets, Dec. 3}, 1900. $26,245,622.04. Liabilities, $23,920,986.53. 
Surplus, $2,324,635.53. 





MER, President THE Organized 1857. 
NER. Secretar’ 


Northwestern Mutual Life Ins. Co. 


Purely Mutual and Transacts Business only in the United States. 





Statement, January I, 1901. 


-S1 39,512, 166 


LOW 


MORTALITY . , ntine contract rinevereca es S25000 88 NO 
‘ (rt I ° . Ter eT ee 5,506,653 REBATING 
27,160,504 PERMITTED 
3 65,345,314 
245525954 


529,547,290 


ECONOMICAL 
MANAGEMENT 











BEST RESULTS TO POLICY-HOLDERS. MOST ATTRACTIVE POLICIES. 
Business Accepted Only from Regular Agents of the Company. 


For Further Information, or an Agency, address: 


WILLARD MERRILL 
Vice-President and Superintendent of Agencies, Milwaukee, Wis. 
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